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DESIGNERS, ENGRAVERS & PRINTERS | 
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BANK NOTES, POSTAGE STAMPS, ; 6 
BONDS, SHARE WARRANTS, 4 
CERTIFICATES, CHEQUES, 


and 
ALL DOCUMENTS OF SECURITY 
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CONFIDENTIAL REPORTS, 
AND ALL STATIONERY FOR 
FINANCIAL HOUSES 


LONDON OFFICE: 


HEAD OFFICE & WORKS: 
NEW MALDEN, SURREY wen 2 MOORGATE BUILDINGS, 
E.C. 2. 


TELEPHONE: WIMBLEDON 2500-1-2 TELEPHONE: LONDON WALI, 8806-7-8 
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BLADES, EAST & BLADES, Ltd. 


Established 1821. 
CITY OFFICES : WORKS: 


17 ABCHURCH LANE, LEONARD ST., FINSBURY, 


LONDON, E.C. LONDON, E.C. 


Telephones : Central 0212, 0213, 0214. Telephones : Clerkenwell 3636, 3637, 3638. 
Telegrams : “ Identical, London.” 


BANKERS’ CHEQUE PRINTERS. 


BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 
COMPANY PROSPECTUSES. 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
PRINTERS, ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 


PHOTOGRAVURE AND COLOUR PRINTING. 
PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, 
BANKS, ETC., A SPECIALITY. 
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{ Bankers to—THE GOVERNMENT OF THE COMMONWEALTH OF AUSTRALIA. 


= HEAD OFFICE: = 
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Commonwealth 22% Bank of Australia 


GUARANTEED BY THE AUSTRALIAN COMMONWEALTH GOVERNMENT. 
Head Office - = - SYDNEY. 
BRANCHES AND AGENCIES THROUGHOUT AUSTRALIA. 


BILLS negotiated and collected. CURRENT ACCOUNTS opened. DRAFTS and 
LETTERS OF CREDIT issued. DEPOSITS accepted for fixed periods. REMITTANCES 
cabled or mailed and BANKING BUSINESS of every description transacted with Australia. 























THE GOVERNMENT OF THE STATE OF QUEENSLAND. 
| THE GOVERNMENT OF THE STATE OF SOUTH AUSTRALIA. 
THE GOVERNMENT OF THE STATE OF TASMANIA. 


SAVINGS BANK DEPARTMENT. 
Agencies are open at 3,460 Post Offices in the Commonwealth, &c. 
As at 31st DECEMBER, 1926. 


General Bank Balances .. és ae ae a ate is £33:7915434 
Savings Bank Balances .. we ar a ne es aa 46,063,129 
Note Issue Department .. aia sa see _ ai a 49,930,226 
Rural Credits Department oe ios Ga a Ks ne 4153463 
Other Items ‘ oe oa ne i ee oe 525123949 

£1355713,201 


LONDON OFFICE: 36-41 NEW BROAD STREET, E.C. 
Also at AUSTRALIA HOUSE, STRAND, W.C. 
J. S. SCOTT, London Manager. 





SHAUNA 


THE IMPERIAL BANK OF PERSIA 


(Incorporated by Royal Charter, 1889) 
: And under a Special Concession, Bankers to The Imperial Government of Persia. 
Capital fully called up £650,000 Reserve Account - - £520,000 
= (with power to increase to Sedlameas 
= Reserve Liability of Proprietors under the Charter - - - -£1,000,000 


LONDON BANKERS: 
M s kRSs.G.yYN, Mitis & C>, T.iE WESIMINSTER BANK LIMITED, LOMBARD STREET. LLOYDS BAN LIMITED, 


33/36 KING WILLIAM STREET, LONDON, E.C.4 
CHIEF OFFICE IN PERSIA: 
TEHERAN. 
BRANCHES IN PERSIA: 
Abadan, Ahwaz, Barfrush, Birjand, Bunder Abbas, Burujird, Bushire, Duzdab, Hamadan, Isfahan, Kazvin, 


Kerman, Kermanshah, Masjed-Suleiman, Meshed, Mohammerah, Nasratabad (Seistan), Pehlevi, Resht, 
Shiraz, Sultanabad, Tabriz, Yezd. 
BRANCHES IN IRAQ (Mesopotamia): BRANCH IN INDIA: 
BA>DAD, BASR\, KIR .UK. BOMBAY. 


= HE BANK is prepared to transact Banking Business of every 


description in and connected with Persia and Iraq (Mesopotamia), 
also with Bombay, Calcutta and Karachi. 


Clean and Documentary Credits arranged. Documentary Bills 
negotiated, Clean and Documentary Bills collected. Letters of Credit, 
Drafts and Telegraphic Transfers issued, 


Correspondents in all important places abroad. 
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BANK of LIVERPOOL 
& 
MARTINS LIMITED. 


« Head Office: 
7, WATER STREET, LIVERPOOL. 
London Office: 
68, LOMBARD STREET, E.C.3. 






BYRNE & LANE 


83 UPPER LEESON STREET, 
DUBLIN. 












Underwriting and 
Issuing of Capital 
for Approved 
Industrial and 
other Undertakings 












Capital Authorized £19,291,120 
Capital Paid Up 
and Reserves - 4,704,154 


Deposits, etc., at 
30th June, 1927 58,881,529 








“COMPANY. FORMATION” 
(7th Edition) 


By J. BYRNE 
Price 2/6. 









The Bank has over 400 offices 
and Agents in all the principal 
towns at home and abroad. 










All descriptions of Banking, Trustee and 
Foreign Exchange Business Transacted. 





Established 1897. 










BANCO DO BRASIL || 


Head Office: Rua 1° de Marco 66, 
Rio de Janeiro 
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_BANCA NAZIONALE | 
—“DECREDITO 



















Capital - - = 100.000.000$000 
Reserves - - = 131.456.715$571 
Paper- Currency 

Redempticn Fund 324.892.896$526 


Last Dividend 20% 












Capital—Lire 300,000,000 






Reserve— Lire 40,000,000 : 
| Head Office: MILAN | 


Offices at: 
Milan, Naples, Genoa, Rome, 














Branches in the chief commercial 
cities of Brazil and Agents 
in smaller towns and abroad. 







Turin, Palermo, Trieste, 





All manner of banking transactions under- 
taken. Current accounts opened, with or 
without limit; fixed deposits -received ; 
premium bills. Drafts, promissory notes 
and signed accounts discounted. Loans 
effected on approved security; payments | 
undertaken at home and abroad. Letters 
of Credit issued on all the principal home 
and foreign cities, etc. 























Bologna, Florence, Venice. 
Over 60 Branches in the princi- 
pal industrial and commercial 





points of Italy. 











EVERY KIND OF BANKING BUSINESS 
TRANSACTED 


: 
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THE 


MOSCOW NARODNY BANK 


LIMITED 
ESTABLISHED 1919 


Heap Orrice : 
300 High Holborn, London, W.C.1 


Paris Branco: 26, Rue Vivienne, Paris 


Bertin REPRESENTATION : 
Kurfiirstenstrasse, 33, Berlin 


£1,000,000 
700,008 
116,803 


Authorisad Capital _ & 
Paid-up Capital - - ” P 
Reserve Fund & Undivided Profit - 


The Bank finances the export and import operations 
of the Russian Co-operative and other Societies, 
Principal Foreign Agents of the All-Russian 
Co-operative Bank, Moscow and Branches, 
London Correspondents of the State 
the U.S.S.R. 

Every kind of Banking Business Transacted. 


Remittances to Russia effected, Letters of Credit 
and Drafts issued on Moscow and other centres in 
Sterling, U.S, Dollars, and Tchervonetz, Collections 
undertaken. 


Correspondents in all Principal Centres of Europe, 
The U.S. of Americ2, and everywhere in the U.$.8.R. 


Bank of 


STATE BANK 
OF THE U.S.S.R. 


Decree of the Soviet Government of 
12th October, 1921. 


Created by 


Chervonetz 
25,000,000 


95,329,688 


Capital oe oe 
Bank Note Issue on Sept. 1, 1927 


Issue Dept.’s Gold 

and Platinum Reserve do 19,029,847 

Issue Dept.’s Foreign 

Currency Reserve do. 7,284,939 

N.B.—1 Chervonetz contains 119.4826 grains of pure 
gold and equals £1 1s. 1jd. or $5.14}. 


Head Office and Foreign Dept., MOSCOW. 


500 Branches. 


The Bank effects mail and cable remittances in all parts 
of the Soviet Union and engages in Home and Foreign 
Banking Business of every description. 


AGENTS AND CORRESPONDENTS IN ALL PARTS OF THE 
WORLD. 


IONDON CORRESPONDENTS.—Lloyds Bank L4td.; 
National Provincial Bank Ltd.; Midland Bank Ltd.; 
Westminster Bank Ltd.; Barclays Bank Ltd.; N. M. 
Rothschild and Sons ; Ha ambros Bank Ltd. ; Kleinwort, 
Sons and Co.; J. Henry Schréder and Co.; Samuel 
Montagu and Co.; S. Japhet and Co. Itd.; Fredk. 
Huth & Co.; Equitable Trust Co. of New York ; 
National City Bank of New York; Bank: for Russian 
Trade. Ltd.;. Moscow Narodny Bank Ltd. 
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BANK FOR 
RUSSIAN TRADE 


LIMITED 
58/60 MOORGATE, 


LONDON, E.C.2. 


Telephone : 
LONDON WALL 9815 (4 lines). 


Cable Address: 
“SOCRABANK” 


AUTHORISED CAPITAL - £750,000 
PAID-UP CAPITAL - £550,000 
RESERVES - - - - £140,000 


Established in 1923 to assist in the rebuilding 
of the Russian Foreign Trade. 


AND TELEGRAPHIC TRANSFERS. 
LETTERS OF CREDIT. 
FOREIGN EXCHANGE. 

BILLS DISCOUNTED, NEGOTIATED AND 

COLLECTED. 

FROM AND _ TO 

U.S.S.R. FINANCED. 

AND CURRENT ACCOUNTS. 

CORRESPONDENTS AT ALL 
U.S.S.R. AND 

WORLD. 


MAIL 


SHIPMENTS THE 
DEPOSIT 
AGENTS OR 


BANKING POINTS OF THE 
THROUGHOUT THE 





COMMERCIAL & INDUSTRIAL BANK 


of the U.S.S.R. 


Cable Address: ‘‘ Prombank.” 
Established November 1922. 
Main Office: 88 Branches 
Karnnin Square, 2/7 Offices and Agencies 
Moscow. in the Union. 
STATEMENT 
as at October 1, 1926. 
Paid and Subscribed Capital Rbls. 82,594,992 


Reserves and Special Funds 36. 5634,015 
Deposits and Current Accounts 189,237,789 
Discounts and Loans 350,050,666 


” was established with special object 
for financing the State Industries 
and Trades of the U.S.S.R. 

It handles Exports and Imports in 
taw materials and goods manu- 
factured. 

It transacts business in Russian and 
Foreign Currency. 

Discounts and Loans to the State Industries and Trade 

Organizations on October 1, 1926, amounted to 

Rbls. 320,625,000. 


Correspondents of “ PROMBANK.” 


GREAT BRITAIN 

Lloyds Bank, Ltd. 

Bank for Russian Trade, Ltd. 
The Moscow Narodny Bank, Ltd. 


UNITED STATES 
New York City The Chase National Bank of 
the City of New York. 
The Amalgamated Bank of 
New York. 
The Equitable Trust Co. of 
New York. 

CHICAGO .. The Amalgamated Trust and 
Savings Bank. 
Correspondents in all important Cities 
of Europe, Americas, Near and Far East. 
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‘* PROMBANK 


LONDON 















BANK OF NEW ZEALAND. 


Bankers to the New Zealand Government. 


Authorised —— - 87,561,238 









Paid-up Capital, as at 31st March 1927 z , on . £6,529,185 
Reserve Fund and Undivided Profits sve and as és 3,609,655 
£10,138,840 
itt heeeetnemeeneeeeeeemetinneneeaene 





Aggregate Assets at 31st March 1927 £48,860,540. 













London Office: 1 QUEEN VICTORIA STREET, E.C.4. 
Negotiates and Collects Bills of Exchange. Grants Drafts on its Offices in New Zealand, Australia, Fiji, and 
Samoa. Remittances made by telegraphic transfer. ROBERT MILL, Manager 


















THE 


MITSUI BANK 


LIMITED 


INCORPORATED IN JAPAN 
FOUNDED 1680 






COMMERZ-UND PRIVAT-BANK 


AKTIENGESELLSCHAFT 
(Established 1870) 


HAMBURG - BERLIN 


Branches in: 


LEIPZIG 
MAGDEBURG 
























Capital subscribed Yen 100,000,000 
Capital paidup- - Yen 60,000,000 
Reserve Fund - - Yen 55,400,000 
(December 1926) 












BREMEN 
COLOGNE 
DRESDEN MUNICH 
FRANKFORT-Main STUTTGART 


and in 200 other places. 










Head Office: TOKYO, JAPAN 


Branches in all the principal cities 
in Japan, and in Bombay, New 
York, Shanghai, Sourabaya. 
















LONDON OFFICE: 
Winchester House, Old Broad Street, 


E.C.2 
Telephone- - - — — _— 2 












Telegraphic Address : 


“ HANSEATIC” 












Cable Address “ MITSUIGINK, *ammen: 













YOKOHAMA SPECIE BANK, LIMITED. 





ESTABLISHED 1880. (Registered in Japan.) 
Capital Subscribed and Pulty Pald - - Yen 100,000,000 7 
Reserve Fund - - - Yen 92,500,000 


Head Office: YOKOHAMA. 

BRANCHES and AGENCIES at Alexandria, Batavia, Bombay, Buenos Ayres, Canton, Calcutta, Changchun, Dairen 
(Dalny), Fengtien (Mukden), Hamburg, Hankow, Harbin, Hong Kong, Honolulu, Kai Yuan, Karachi, Kobe, 
London, Los Angeles, Lyons, Manila, Nagasaki, Nagoya, ‘Newchwang, New York, Osaka, Pekin, Rangoon, 
Rio de Janeiro, Saigon, Samarang, San Francisco, Seattle, Shanghai, Shimonoseki, Singapore, Sourabaya, 
Sydney, Tientsin, Tokyo, Tsinanfu, Tsingtau, Vladivostok (temporarily closed). 

The Bank buys and receives for collection Bids of Exchange, issues Drafts and Telegraphic Transfers 
and Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits 
received for fixed periods at rates to be obtained on application. | 

London Office :—7 Bishopsgate, London, = C.2. 
K. YANO, Manager. 
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: Provident Mutual Life Assurance Association : 
3 ° Head Office: 25 to 31 MOORGATE, LONDON, E.C.2. > 
H e ESTABLISHED 1840. 4 
: ASSETS EXCEED £6, 000,000. : 
- s 
4 THE ATTENTION OF THE MANAGEMENTS OF BANKS IS INVITED TO THE SCHEME OF @ 
@ STAFF ASSURANCE OF WHICH THE ASSOCIATION IS THE PIONEER, AND WHICH AFFORDS @ 
f © SPECIAL FACILITIES FOR EFFECTING LIFE ASSURANCE BY MEMBERS OF THE STAFFS @ 
@ oF BANKS AND OTHER Pustic Companies. : 
C) ———EEE 
i : Full particulars and all information will be sent on application to— . 
™ a c. RB. ¥. Couris, FiA. s 
a Manager. and Actuary. + 
— PocceccccoeccccccceseccoccccccccoesooccooooooooooooosoooeM 
BI-CENTENARY, 1727-1927. 
4 Incorporated by Royal Charter, 1727 
CAPITAL (FULLY PAID) - - £2,500,000 
REST or RESERVE FUND (Oct. 1926) - ° 2,57 . 249 
DEPOSITS (Oct. 1926) - od - 40,457,710 


Head Office: ST. ANDREW SQUARE, EDINBURGH, 
General Manager: SIR ALEXANDER KEMP WRIGHT, K.B.E.,D.L. Secretary: J. B. ADSHEAD. 


London (City Office): 3 BISHOPSGATE, E.C.2. 
London (West End), Drummonds Branch: 49 CHARING CROSS, S.W.1. 
Glasgow (Principal) Office: ROYAL EXCHANGE SQUARE, and BUCHANAN STREET. 


218 Branches throughout Scotland. Every description of 
British, Colonial, and Foreign Banking business transacted. 
The Bank is prepared, in approved cases, to act as Trustee and Executor. 


FOREIGN EXCHANGE. CORRESPONDENCE INVITED. 


| | | KANSALLIS-OSAKE-PANKKI 


(National Joint Stock Bank). 
ESTABLISHED 1889. 


Head Office: HELSINKI (HELSINGFORS), FINLAND. 
Branches: 143 all over Finland. 


Paid up Capital and Reserves Fmk. 285,000,000 


| . e e 
Every kind of Banking and Exchange Business transacted. 
| Telegraphic Address: ‘‘ KANSALLISPANKKI.” 

















SOCIETE GENERALE de BELGIQUE. 


SOCIETE ANONYME. 


7 Established at Brussels, August 28th, 1822. 
Office: BRUSSELS, 38 Rue Royale. 
Francs. 
100,000 Capital Shares eve esis on 100,000,000.00 
100,000 Reserve Shares ose ose ine 262,926,209.85 
Total... ent ° oe 326,926,209.85 


Every description of Roibtes business transacted. 
The “ Société Générale de Belgique” is represented in Belgian Provincial Places by over 375 Banking Establishments 
placed under its control and acting as its Agents. 


e London Correspondent of the Société Générale de Belgique: Banque Belge pour I'Etranger. 
4 Bishopsgate, E.C.2. 








OUR 
MR. DORMER 


* 


R. H. MOTTRAM’S new 
novel,a romance of the upward 
path to fortune of a great East 
Anglian banking house in the 
nineteenth century, is re- 
viewed in this number of 
“ The Banker ” by the Rt. Hon. 
J. Ramsay MacDonald. It is 
enthralling, charming, artis- 
tically perfect ; in short a really 
fine book. 7s. 6d. net. 


THE SPANISH FARM TRILOGY 
1914-1918 (800 pages) 7s. 6d. net. 


CHATTO & WINDUS, 
London. 


TRADE INDEMNITY COMPANY LTD. 


Established 1918 


CAPITAL: 
AUTHORISED AND ISSUED 
£250,000 FULLY PAID 


TRADE CREDITS 


The object of the Company is to assist Mer- 
chants and Manufacturers to develop Home 
and Overseas Business by the Insurance of 
Credits. 
The seller is thus enabled to— 
1. Extend the credits he is in the habit of 
granting without increasing his liability. 
2. Transact his usual volume of business with 
a materially reduced financial risk. 
3. Open new accounts with greater confidence. 
4. Discount bills with his Bankers on a larger 
scale and on better terms. 
The Company is prepared to grant policies 
insuring approved accounts up to 75 per cent. 
of the net invoice value of goods sold and 
delivered in the ordinary way of trade to 
customers domiciled in almost any part of 
the world. 
In order to facilitate the financing of debts the 
Company is prepared to grant protection to the 
Bankers against the event of the Policy being 
invalidated through neglect or otherwise on the 
part of the Assured in complying with the 
Conditions of the policy. 
Prospectus and Proposal Forms can be obtained on 
application to: 
77 CORNHILL, LONDON, E.C.3 
Underwriter: H. S. SPAIN 


All inquiries are treated in the strictest confidence 


MANCHESTER OFFICE: 1 BOOTH STREET 








Endorsed by the Bank Commissioners of Thirty States. 


THE BANK DIRECTOR 


(Founded 1872 as The Financier.) 
Member Audit Bureau of Circulations 


The only magazine in the United States in its particular field. 

Boards of Directors in 31,000 banks of America are made up as a rule of three executive 
officers and from four to ten or more of the most influential men in their community—men 
who in frequent instances are at the head of enterprises much larger than the banks 
themselves. 

If you want to reach bank officers, not clerks, use THe BANK Director. If you want 
to talk to the class of men in whose hands have been placed the keeping of the sixty 
billions of bank resources of the Nation, THe Bank Drrector should be included 
in your list. 

Bank officers and directors, while they manage corporations and direct the financial and 
industrial trend and development of their home towns, possess, as individuals, potential 
purchasing powers that put them in a group by themselves. 

They are more than an ordinary collection of well-to-do and wealthy men. They have 
interests in common that are cultivated, met and satisfied by THe BANK D1REcTOR. 

A large percentage of our subscription list is delivered to home addresses, ensuring 
real attention. 

This is our reading public—the cream of the banking, business and investment world 
of America. 


Published monthly by 
THE FINANCIER PUBLISHING COMPANY, 


115 Broadway, New York. 
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ASSETS EXCEED 


£11,000,000 


THIRD CENTURY OF ACTIVE BUSINESS. 


BRANCHES AND AGENCIES THROUGHOUT THE WORLD. 
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THE BANKER 


The Future of Central 
Banking Co-operation 


accompanied on its course by the expected 


as 


r NHE New York “Conference”’ has come and gone, 


revelations’’ as to its purport, which were as 
inevitably followed by official denials that anything in 
particular was contemplated when the heads of the four 
great central banks met. Only one circumstance can with 
some confidence be associated with the conversations of 
the governors—the reduction of the New York bank rate. 
Coming at a time when a rise in the London bank rate 
seemed inevitable, it can hardly be regarded as a mere 
coincidence. But, apart from this important matter, 
nothing has eventuated, nor, as far as one can see, was 
anything intended. Franc stabilization, revision of the 
Reparations scheme, all the other kites which were flown 
so industriously, have all fluttered to the ground again. 

It can hardly be regarded as satisfactory that the 
periodical meetings of the governors of the various 
central banks should give rise to a crop of rumours and 
asseverations of one kind or another, for which there 
appears to be no solid foundation. The monetary and 
economic world is not yet settled: a large variety of 
problems remain to be solved, and it is natural to suppose 
that, as these problems successively arise and then become 
urgent, they should be discussed by the heads of the central 
banks. There is nothing extraordinary in central banking, 
nor is there any necessity for the governors to transact 
their business in an atmosphere of portentous mystery. 

The time has now come to examine some less desirable 
aspects of the central banking situation. Co-operation 
between the central banks was a “slogan” invented for 
the Genoa Conference of 1922, and is all that remains of 
that ill-fated gathering in the minds of men. The phrase 
and the occasion both gave expression to the perfectly 
true conviction that a sound monetary system must be 
an international affair; and that, consequently, efforts to 
restore and maintain an international monetary system 
should as far as possible and necessary be an inter- 
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nationally managed task. In fact, reform took place in 
piecemeal fashion, and the International Conference of 
Central Banks never took place. Instead, there has 
developed a system of informal, personal intercourse of 
certain central bankers; an irregular, secret, and roving 
cabinet of the world of monetary politics ; powerful in 
part because it is secret, and secret in part because it is 
powerful. But whatever its power this kind of gathering 
is a form of association Ts different from that imagined 
by the authors of the Genoa policy, as different as a 

Cabinet meeting is from a party demonstration at the 

Carlton Club. The fact that it is different does not make 
it undesirable ; but the question does arise whether, if co- 
operation in the sphere of credit and monetary policy is 
desirable, the appropriateinstrument hasnow been created. 

Conferences are useful so long as what is sought is 
the laying down of general principles with a view both to 
the inauguration of future action and the education of 
public opinion. They are in part propagandist organiza- 
tions, and cannot possibly function properly as executive 
organs. For the purpose of rapid and effective action 
small bodies are essential, and their effectiveness in turn 
is largely determined by the degree to which the individual 
members have learned to act together, on the one hand, 
and the extent to which the aims to be attained have 
become clear, on the other. 

When one surveys the problem of co-operation 
between central banks it will be seen that the present 
organization rests to a remarkable extent upon what can 
only be regarded as chance elements. It so happens that 
a close personal bond has been established between 
Mr. Strong, Mr. Norman, and Dr. Schacht. But no 
guarantee exists that this kind of personal co-operation 
can continue indefinitely. It is improbable that Mr. 
Norman will continue to act indefinitely as Governor of 
the Bank of England. It is well known and regretted 
that the state of Mr. Strong’s health is responsible for his 
prolonged absence from the administration of the New 
York Reserve Bank, and it is equally well known that he 
and someof his directors entertain conflicting opinionsupon 
important questions of policy. It is by no means clear 
that Dr. Schacht’s immense services to the German 
people are so clearly and unequivocally recognized that 
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he will continue to act as president of the Reichsbank. 
There are, thus, elements of uncertainty in the present 
situation which have to be carefully weighed before it 
can be taken for granted that an appropriate instrument 
has been devised. For a change in the leading personali- 
ties of the leading banks may make future co-operation 
much more difficult. 

Another feature of the situation which is changing is 
the power of the leading banks themselves. Their ability 
to bring pressure to bear upon the other central banks is 
diminishing. In the years since the war a financial 
hegemony existed which gave London and New York 
practically unlimited power, and which was in itself the 
direct result of inflation. The new era of stabilization 
could only be inaugurated, it was thought, by the aid of 
international loans, and the necessary resources could 
only be obtained on a sufficient scale in London and in 
New York. This view was largely mistaken ; the amounts 
so borrowed were in certain cases—Belgium is, perhaps, 
the grossest example—quite unnecessarily large. But 
out of evil came at least this good: the more it was 
thought desirable to borrow, the greater the influence of 
the central banks in the leading centres became. But 
the effect of stabilization is to increase the power of the 
smaller money markets, for it creates the necessary 
foundations for a revival of the spirit of saving. It 
follows that the leading central banks can no longer rely 
upon acquiescence in “their formulation of policy; the 
charmed circle must be widened, or more forcible measures 
must be taken, or, lastly, certain aspects of policy must 
be allowed to drop. From this point of view the presence 
of the representative of the Bank of France at the last 
“conference” is a matter of great significance ; it implied 
that France was once again a power to be reckoned with 
in the sphere of world finance. There are, in fact, other 
signs that the period of dominion is coming to an 
end; the gold acquisitions of Hungary, directly contrary 
as they are to the principle of economizing gold by 
centralizing its ownership, is a case in point, and, if we 
are not mistaken, the Austrian National Bank also 
desires to practise a gold standard policy rather than a 
gold exchange standard policy. All in all, nationalism 
in central banks is lifting its head again. 





BANKING CO-OPERATION 189 


Besides these considerations, which tend to reduce 
the effectiveness of the existing method of international 
co-operation, there is another to which due weight 
deserves to be attached. The problems which now await to 
be solved are beginning to be very different to those which 
had to be considered immediately after the war. Then 
there was a single, simple, definite and all-important 
objective—the restoration of tolerable monetary conditions 
in Europe and in the world at large. But this problem 
has been solved, and it is not likely that economic and 
political factors will ever again in the present age 
produce such a chaos as prevailed immediately after the 
war. The problems of the future are less simple and less 
calculable; require more consultation and less day-to- 
day manipulation of the machine—-viz., the control of 
the secular trend of prices and the mitigation of the 
amplitude of cyclical fluctuations. Upon these matters 
there is not even as yet agreement among theoreticians, 
much less unanimity among practicians. And given this, 
it follows that they cannot possibly be solved by the 
instrumentalities which were useful in the period lying 
immediately behind us. We are still living in the 
atmosphere of ‘“‘reconstruction’”’ and “stabilization” 
when, in fact, reconstruction and stabilization have 
already been achieved. 

The demands which are made from time to time for 
a summoning of the conference of central banks on the 
lines suggested by the Genoa resolutions have their 
justification when viewed in the light of the problems of 
the future, which they do not possess when viewed in the 
light of the problems of the past. For the solution of the 
latter, what was wanted was action; for the solution of 
the former, what is at present wanted is discussion. 
As a problem passes from one stage to the other it should 
pass from being dealt with by a larger to being dealt 
with by a smaller body, for only a small body can act 
promptly and without undue formality. There is room, 
in other words, both for the conference and the com- 
mittee, provided their spheres of usefulness are properly 
recognized, and no attempt is made to urge either to 
undertake tasks for which the other body would really 


be appropriate. 
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Hints to the Treasury 


HE fact that advantages often bring disadvan- 

i tages in their train is emphasized in connection 
with the issue by the clearing banks of monthly 
statements of their average weekly balances. During 
the war, the publication of monthly statements by the 
banks was suspended, more or less unavoidably, and in 
the circumstances then prevailing, this suspension raised 
little comment. After the Armistice, however, the 
question of the ability of the banks to finance post-war 
industry and the widespread interest taken in matters of 
currency and credit, gave rise to a demand for more 
extensive banking statistics and brought under review 
the subject of banking reserves. Some people advocated 
that the currency organization should be made sufficiently 
elastic to enable the banks to obtain adequate supplies 
of currency whenever required, while others claimed 
that the banks should make themselves more independent 
of central supplies of currency by maintaining large 
reserves of gold in their own tills and vaults. The 
question of the adequacy of individual bank reserves was 
considered by the Cunliffe Committee, and while they 
came to the conclusion that no useful purpose would 
be served by the banks accumulating supplies of gold, 
which could be more effectively employed by the Bank 
of England, they concurred in the suggestion that the 
banks should be required to publish monthly statements, 
showing the average of their weekly balance sheets, as 
they considered that this plan, if adopted, would help to 
ensure a sound position. The republication of the 
monthly statements commenced at the beginning of 
1921, although in a form slightly different from that 
recommended by the Cunliffe Committee, and they have 
appeared regularly ever since. It should be noted, how- 
ever, that the figures are not calculated on the daily 
totals for the entire month, but only represent the average 
of amounts extracted once a week. Moreover, in these 
extractions, the banks do not all work to a uniform day, 
as one may compile its weekly balance sheet, say, on 
Tuesday’s figures, while another may take Thursday as 
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the basis. The monthly statements, therefore, taken as 
a whole, do not necessarily convey an accurate idea of 
the normal condition of the aggregate banking figures, 
and even taken separately, they only show the average 
condition of a particular bank on a number of weekly 
dates. But although the statements may not be true 
representations of daily average conditions, they are by 
no means negligible in their effects. The publicity given 
to the figures adds to the desirability of maintaining 
very liquid positions, and, in consequence, the banking 
structure as a whole is strengthened and any unhealthy 
tendencies which may be developing in the credit position 
tend to be arrested in their early stages. In this way, 
the credit policy of the banks is brought into closer 
harmony with that of the central institution, and the risk 
of violent fluctuations in the credit structure is thereby 
diminished. By means of the returns, it is possible for 
the public to tell whether the banks are increasing or 
decreasing their loans, advances and bills discounted, 
whether deposits are rising or falling, whether bank 
investments are being bought or sold, and whether the 
cash resources, upon which the ability of the banks to 
finance is so largely dependent, are higher or lower. Much 
other information may be gleaned from the returns, and 
this publicity provides an additional safeguard against 
the possibility of any departure from more or less accepted 
banking standards. The banks have often been subjected 
to criticism in recent years, owing to the relative 
meagreness of their statistics, but the publication of the 
monthly statements, though it has not by any means 
silenced the critics, has helped to increase public con- 
fidence in the strength and solidity of the banks, and 
in banking the importance of confidence cannot be 
exaggerated. 

As suggested at the commencement of this article, 
however, the advantages derived from the publication 
of the statements are not without some drawbacks. A 
bank naturally desires that its figures should compare 
favourably with those of its competitors or, at least, 
should not be markedly inferior, and in practice the 
monthly statements of the clearing banks show a ratio 
to deposits of around 12 per cent. in the form of cash 
in their tills and balances at the Bank of England. This 
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ratio, however, is generally regarded as higher than is 
normally required and it is possible that between the 
dates of the weekly figures, the banks allow their ratios 
to diminish slightly below those shown in their respective 
statements. Evidence in this direction is to be found 
in the daily reports on the money market, reference 
frequently being made to the fact that rates were firmer 
because one or several of the banks were withdrawing 
funds from the market for balance-sheet purposes. 
There is, however, something anomalous in curtailing 
facilities, not through any real shortage in the supply of 
funds, but simply for the sake of effecting a fleeting and 
presumably unnecessary improvement in banking figures. 
No doubt the public regard with considerable importance 
the ratio of cash to deposits and do not attach the same 
significance to other liquid assets, such as money at call 
and short notice, which, nevertheless, can quickly be 
converted into cash. If, however, lower cash ratios than 
shown in the monthly statements are adequate for safe 
working, it would seem that confidence in the clearing 
banks is sufficiently well established to allow these lower 
ratios to appear in the monthly figures, rather than to 
take special steps to increase the cash resources on 
particular days. If the lower ratios are not adequate, 
then presumably the higher ratios should always be 
maintained. It would seem probable that even if the 
banks did not call funds for balance-sheet purposes, their 
ratio of cash to deposits would not be appreciably different 
from those shown in the monthly statements, but the 
effect of even a small withdrawal of credit from the 
market may have a disproportionate influence upon rates. 
These higher rates are not merely the concern of the 
professional dealers in the market, but they are also of 
direct interest to the taxpayer, because they may affect 
the cost at which the Government is able to finance its 
Treasury Bills, of which about {600 millions are at present 
outstanding. The market rate of discount and, therefore, 
the Treasury Bill rate, are influenced by the rates at which 
the discount houses are able to borrow from the banks, 
and, in turn, the latter rates are influenced by the freedom 
with which the banks are able and willing to lend. 
Although the action of the banks in calling funds from 
the market has an influence upon rates, however, it 
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would easily be possible to exaggerate the effects. These 
‘calls’ do not take place every day in the week, and 
as the money is only required for one day, they influence 
day-to-day money more than weekly fixtures, in which 
form the discount houses take a large part of their accom- 
modation from the banks. Moreover, the level of rates 
in the London market must be viewed in conjunction 
with the general monetary position. It may be that 
calling by the banks imparts a slightly higher average 
to monetary rates, taken as a whole, but on the other 
hand, if at any time these rates were not to reach a 
level which adequately protected our gold reserves and 
foreign exchanges, the Bank of England might be com- 
pelled to take action in some form or another. In other 
words, it is conceivable that at certain times and in 
certain conditions, any additional firmness arising from 
‘“calls’’ by the banks may help to bring market rates 
more into conformity with the bank rate and thereby 
avoid, or at least postpone, an increase in the official 
minimum. Ina general way, however, it is quite possible 
that the system of calling by the banks raises market 
rates to a level higher than that at which they would 
otherwise stand and so increases the cost to the Govern- 
ment of financing Treasury Bills. In view of the many 
factors which enter into the determination of monetary 
rates, it is not practicable to estimate even approximately 
what the additional cost to the Treasury may be, but no 
possibility of effecting an economy, however small, in 
public expenditure, should be neglected, especially if it 
can be accomplished without detrimental effects. If the 
economy indicated could only be secured at the expense 
of abolishing the monthly statements of the banks, there 
would certainly be considerable hesitation in giving effect 
to it, as any step that might impair the strength of, or 
the confidence reposed in, the banks, would certainly 
be detrimental to the country as a whole. No very 
definite advantage, however, seems to be gained by 
establishing on specific dates certain cash ratios which 
do not represent the normal level, and it should be noted 
that the abandonment of the calling of funds by the 
banks for balance-sheet purposes would not involve the 
suspension of the monthly statements. The. whole 
question, however, is very technical, and one which might 
P 
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well be more widely discussed, especially as so many 
considerations are involved. 

Another practice, though of an entirely different kind, 
by which the Treasury may be adversely affected, arises 
in connection with foreign bonds issued in the United 
States and subsequently resold there to investors in this 
country. According to the stamp laws, foreign bonds 
transferable by delivery—apart from certain exceptions 
in the case of Colonial issues—if offered for subscription, 
assigned, transferred, or in any manner negotiated in the 
United Kingdom are subject to a single duty of {2 per 
cent. If, however, an investor in this country purchases 
a foreign bond on the New York market, no liability to 
British stamp duty is incurred, because the transaction 
does not take place in this country and the position is 
not altered even if the bond is actually brought to this 
side, unless there is some subsequent negotiation here. 
If, without negotiation in this country, the bond is resold 
on the New York market, there is still no liability for 
British stamp duty, as again the transaction takes place 
outside the United Kingdom. The question of stamp 
duty on foreign issues was made the subject of an examina- 
tion by the Committee on National Debt and Taxation. 
They were anxious to ascertain whether the duty of {£2 
per cent. had the effect of diverting loan business from this 
country, but the evidence submitted rather suggested 
that, so far, it had not had a material effect in this respect, 
for, on the whole, borrowers are compelled to come either 
to London or New York, and London is able to lend up 
to the limit of her capacity. The Committee suggested 
that possibly the advantage arising from cheap money 
in the British market was sufficient to cancel any deterrent 
effect of the duty, but they stated that the matter should 
be carefully watched and that it would be unjustifiable 
to continue the duty at its present level if it appeared to 
have a material influence in diverting foreign loan 
business. The logical position would seem to be that if 
the duty of {2 per cent. is detrimental to the British 
capital market, it should be abolished or reduced, but 
while the duty is in force it is undesirable that loopholes 
should exist for evading it. In other words, if foreign 
bonds are subject to stamp duty when placed direct on 
the British capital market, there would seem to be some 
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ground for subjecting them to duty when the benefit 
of British capital is obtained via New York, notwith- 
standing that a quotation on the London Stock Exchange 
and the resulting negotiability here may not be obtained. 
As things are at present, a considerable number of issues 
is floated on the New York market, substantial portions 
of which are subsequently resold to British investors, 
both private individuals and financial groups. The 
fact that there is no free market for such bonds in this 
country and that a resale here would subject them to 
British stamp duty are not sufficient to prevent the 
transactions under discussion, because the holders are 
assured of ready negotiability in New York should they 
wish at any time to dispose of their investment. It is 
not known to what extent British capital is invested in 
this way, but the figures are believed to be considerable, 
though it should not be assumed that the purchases are 
always governed by considerations of stamp duty. There 
may be various reasons why British investors wish to 
purchase bonds in New York. They may be anxious to 
acquire investments not available on this side; special 
bargains may be on offer irrespective of stamp duty, or 
a British house may have close associations with American 
interests and desire to co-operate in extending financial 
assistance to a particular borrower. Again, an issue in 
New York may be larger than investors there wish to 
absorb, and yet the balance may be too small for 
separate issue in London. A borrower would naturally 
wish to avoid, if possible, the expense of a double issue, 
and in a case of this kind the position may quite appro- 
priately be overcome by a financial house or group in 
London agreeing to take a portion of the issue as a more 
or less permanent investment, without any desire to 
resell here. 

It follows, therefore, that a certain amount of British 
investment via the United States would take place 
quite irrespective of the question of stamp duty, but in 
all probability, if bonds purchased in New York by British 
investors were subjected to the duty, there would be a 
considerable decline in this class of transaction, while to 
the extent it still proceeded, the Treasury would obtain 
additional revenue. Under existing conditions, some 
British purchasers may be able to secure investments on 
P 2 
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favourable terms as a result of escaping the cost of the 
British stamp, but there seems no very definite reason 
why they should gain advantages in this respect at the 
expense of the general body of taxpayers, notwithstanding 
that the transaction takes place outside the United 
Kingdom. No doubt there are many difficulties in 
effecting a change. If the bonds purchased are left in 
the United States, the instruments which are made the 
subject of the duty never come under the physical juris- 
diction of this country, and even if the bonds are brought 
to this side evasion might easily take place. Further, 
it often happens that an attempt to correct one anomaly 
gives rise to several others, and if the duty were extended 
in the manner indic ited, it might prove necessary to 
exempt certain classes of transactions. Moreover, the 
absence of a really free market in this country for the 
bonds under discussion and the fact, therefore, that a 
holder may not be desirous of acquiring the right, attached 
to ordinary stamped bonds, to effect a sale on this side 
without payment of transfer duty would probably lead 
to opposition to the tax or at least to a demand for 
a lower rate. In spite of the admitted difficulties, 
however, it seems evident that the present state of affairs 
is unsatisfactory, as it tends to induce British capital 
to seek investment through the medium of what is, in 
many respects, a competitive market. In other words, 
instead of borrowers coming here direct for their needs 
and the London capital market securing the full benefits 
which result therefrom, accommodation is often arranged 
by American financiers who, by reselling bonds to 
London, are able to employ British capital to their own 
advantage. No doubt the refusal of a London group 
to participate in a particular issue would not necessarily 
divert that offering from New York to London, but it 
would help to conserve British resources and so enable 
a subsequent issue to be accepted which otherwise might 
have to be declined. Great Britain has received so many 
benefits in the past from its importance as an international 
financial centre that it is very important that its influence 
should not be diminished in any way, and though British 
investments via New York may not be without certain 
advantages, they can scarcely hope to bring to this country 
as a whole the benefits accruing from direct assistance 
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to foreign borrowers. The whole question, however, is 
many-sided, and without a good deal more information 
than is at present available it would be unwise to 
form hasty conclusions, but the position is sufficiently 
important to warrant a much fuller examination than so 
far it has received. 


Banking Appointments 


Mr. Alexander Michie has been appoint.d chairman 
of the London Board of the Bank of New Zealand in 
succession to the late Mr. Frederick Lubbock. 


Mr. Thomas M. Debeboise, legal adviser to Mr. John 
D. Rockefeller, Jr., has been elected a trustee of the 
Equitable Trust Company of New York. 


Mr. David F. Houston, the former secretary of the 
United States Treasury, has been appointed a director 
of the International Acceptance Bank. 


Mr. C. G. S. Mackie has been elected a director of 
the Hong Kong and Shanghai Banking Corporation. 


The directors of the Bank of Adelaide announce the 
retirement of Mr. R. Scott Young, who for many years 
discharged the duties of general manager under the title 
of “‘superintendent.’”’ That title has now been abolished, 
and Mr. W. J. Masson, who has been appointed to 
succeed Mr. Scott Young, will be designated gen>ral 
manager. 


Mr. David Burns, who has represented the Banco de 
Chile as London agent since 1907, has retired from that 
office, but will continue to serve the bank in an advisory 
capacity. He has been succeeded in the direction of the 
affairs of the agency by joint managers, Mr. Carlos 
Castro-Ruiz, C.B.E., from the head office at Santiago, 
and Mr. Percy C. West, who was until 1917 associated 
with Mr. Burns in the management of the agency, and 
has until recently occupied the post of London manager 
of the British Trade Corporation. 
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A Banker’s Peerage 
A Letter from Lord Rosebery 


FURIOUS dispute has arisen between two 
A eminent London newspapers upon the propriety 

of Mr. Lloyd George’s conduct in retaining control 
of the vast proceeds of the Coalition Government’s sale 
of honours. Weare told by the ‘‘ Morning Post ”’ that Mr. 
Lloyd George’s personal management of this large fund 
constitutes an unprecedented political scandal. The 
“Daily Mail” retorts that the sale of honours is a mere 
gainful practice of the present Government and all other 
modern administrations, and asserts that the criticism 
of Mr. Lloyd George’s fund is both un-English and dis- 
ingenuous. But it disarmingly softens its wrath in dealing 
with the principal critic, Lord Rosebery, and contents 
itself with asserting that “‘our contemporary (the ‘ Morning 
Post’) tries to bolster up its campaign by reference to the 
letters which that veteran Liberal statesman, Lord 
Rosebery, wrote to the Press in February on the same 
topic. For him the public feels deep and general respect. 
Yet old age plays tricks with the longest memory. It 
would be interesting if Lord Rosebery could recall what 
were the representations made to him in 1895 which led 
him to recommend to the Queen for the honour of a 
peerage an obscure cosmopolitan banker named Sydney 
Stern. It may be a good reason existed, but much 
scandal was aroused at the time by the strong general 
belief that Mr. Stern became Lord Wandsworth in return 
for an unusually large contribution to the Liberal Party 
funds. The precedent is an interesting one, and no harm 
could possibly be done by an endeavour to jog Lord 
Rosebery’s memory on the point since Lord Wandsworth 
has been dead for fifteen years.’’ Lord Rosebery’s 
memory requires no jogging. Much otherwise. He has 
nothing to conceal, for he did not sell honours and has 
always been a consistent critic of the numerous and 
gross corruptions of most of the modern honours lists. 
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He has sent us the following observations on Mr. Stern’s 
peerage : 
Dalmeny House, 
Edinburgh. 


13th August, 1927. 


I am quite willing to set Mr. Lloyd George a good example, and to 
tell you the circumstances of the peerage you mention. I received a 
letter from Mr. Gladstone to say that it was a solemn obligation of 
honour to give this peerage. He had promised it on behalf of the 
Liberal Party, and must beg me to consider it a solemn pledge of honour. 
After some hesitation I gave it, to save Mr. Gladstone’s honour. But 
I never got a shilling for it, nor, I presume, did he. That is the whole 
story. I hope Mr. Lloyd George has as simple a tale to tell. 


If Mr. Lloyd George’s tale can ever be told, it will be 
more interesting than simple. Some of the persons upon 
whom he conferred peerages are very different from Lord 
Wandsworth, who was at least a man of honour. It is 
no fair proceeding to drag his memory through the dust 
of an unpleasant controversy upon the unjustifiable and 
uncharitable surmise that he did nothing to deserve his 
peerage beyond making a considerable contribution to 
party funds. For nearly forty years he was a zealous 
supporter of the Liberal Party. He fought five successive 
elections upon its behalf, he was one of its members in 
the House of Commons, and gave a great part of his life 
to its service. Nor is it just that the disparaging descrip- 
tion of “‘obscure cosmopolitan” should be fastened upon 
his memory. 

Lord Wandsworth was born in England, educated in 
such cosmopolitan places as Eton and Cambridge, and 
was a member of that obscurest of cosmopolitan institu- 
tions, the Royal Yacht Squadron. As head of the 
eminent banking house of Stern Brothers he was highly 
respected in the City of London, and his great possessions 
were ever at the service of all good causes for the welfare 
of England. If he was no statesman, he was a good 
citizen, and one of those useful party men whose services 
are generously but not incongruously rewarded by the 
grant of a peerage. By contrast with some of Mr. Lloyd 
George’s peers, he may have been obscure. There is 
nothing obscure about those noble lords, they are blatant 
unto notoriety. Some included in Coalition honours 
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lists are not cosmopolitans, but aliens. Many are 
gross illiterate profiteers, doubtful in their reputations, 
vulgar in their lives, who, to the shame of honour and 
decency, were shovelled into the House of Lords, created 
baronets or knighted, merely upon the strength of the 
money they had obtained by preying upon England in 
the most awful crisis of her affairs. Mr. Lloyd George’s 
funds are the wages of their overgorged vanity. Surely 
the “‘ Daily Mail” could find more proper objects than Lord 
Wandsworth for comparison with Mr. Lloyd George’s 
ennobled company promoters. 

Mr. Lloyd George is a great statesman, a man of 
principle without political principles, the greatest war 
minister England has known since Chatham. But even 
his comprehensive genius could not infuse honour into 
some of the persons upon whom he conferred honours. 
Nor could he be expected, in the midst of his vast respon- 
sibilities, to supervise the agents who were selling honours 
on behalf of his party. He and many hopeful capitalists 
were grossly deceived by those agents, but there was one 
purchaser who almost deserved his honour. Upon which 
we shall tell our readers a little tale. A merchant, whom 
we will call Sir James MacMalt, used some of his huge 
war profits to purchase an estate which can be called 
Packington. His notorious opulence attracted the roving 
eye of a party agent, who offered to obtain him a peerage 
in return for a large contribution to the Coalition funds. 
Sir James eagerly accepted the offer, but on being asked 
to pay in advance for the honour, his cautious instincts 
urged him to demand a written guarantee from the Prime 
Minister that the peerage would be conferred. This crude 
request greatly offended the agent, who replied that if Sir 
James expected the Prime Minister to sell him a peerage 
over a counter, he had better abandon all hopes of a 
coronet. Unless he (the agent) received forthwith a 
cheque for one hundred thousand pounds, no further 
effort would be made to ennoble the ambitious merchant. 
Sir James’s doubts were not assuaged, but after 
much anxious thought he had a brilliant inspiration. 
After warmly thanking the agent for his good 
offices, he wrote a cheque for the amount demanded 
and signed it ‘‘ Packington.’”’ That peerage was granted 
in record time. 







































_* 


2. — 


201 


The Public Finances of France 
By Joseph Caillaux 


Sénateur, ancien President Du Conseil 


O financial event of any importance occurred 
during August, and this article can only comment 
upon some figuresmade public by the Government, 

which are not, however, without significance. 


Results of the Latest Loan.—Towards the end of July 
the Ministry of Finance announced the results of the 
6 per cent. loan, redeemable in fifty years, which was 
recently issued. 

The results were: a total subscription of 4,590 mn., 
of which 3,100 mn. were in cash and the rest in National 
Defence Bonds. 

Since the known and acknowledged object of the 
issue was the consolidation, not of the National Defence 
Bonds, but of the advances of the Bank of France to the 
State, the only figure which can be regarded as a measure 
of the success of the operation is that of 3,100 mn. Now, 
as the reader may perhaps remember, the problem was 
to consolidate the repayments to the Bank made by the 
State with the help of sight deposits received by the 
Central Treasury Fund. We have previously pointed out 
how the ten milliards of foreign exchange purchased by 
the Bank has constituted a sort of external loan, in 
place of the one which the Committee of Experts re- 
commended should be issued, but a loan with all the 
dangerous disadvantages entailed by the possibility of 
immediate repayment at any time. 

The issue which has just been closed was meant to 
meet this danger. The figures show that it is far from 
doing so. The “external loan” of ten milliards remains 
for more than two-thirds a pure loan at call whose re- 
payment may impose a dangerous strain on the State 
finances and upon the stability of the currency at the 
time when speculation is reversed and the sellers of foreign 
currency buy it back and at the time when a revival of 
economic activity in France attracts towards industrial 
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and commercial investment the capital which at the 
moment with the prevailing indecision remains _pro- 
visionally at the disposal of the Central Fund of the 
Ministry of Finance. 

There is a risk long since recognized by technical 
experts that the present ease at the Treasury is mainly 
due to the stagnation of business. The least that can be 
said is that the last loan has not removed the danger. 


Fiscal Recetpts.—The Ministry of Finance returns show 
receipts of 22,611 mn. for the past seven months of the 
year, an excess over the estimates of nearly a milliard 
francs. This excess is readily explained by the enormous 
increases in taxation made by the present Ministry when 
it came into office. It could easily be argued that it 
really reflects straitened economic conditions. In the 
interval between 1925—which served as a basic year for 
the budget estimates—and the current financial year, 
general taxation in France has been increased to such an 
extent that the milliard surplus now announced on a 
total of more than 22 milliards suggest the beginning of 
a falling off in the yield of taxation. Moreover, it is a 
sound rule not to regz - a surplus as definite until the 
end of the financial year. If the milliard announced 
increases, or is even cabiiaiiiad the Minister of Finance 
will be faced elsewhere with a question which the rising 
of Parliament left in suspense. 

The Salaries of Civil Servants.—In the last few days 
of the session a dispute arose between the Finance 
Commission of the Chamber and M. Poincaré, on the 
subject of the increase in the salaries of civil servants. 
The Minister of Finance intended at first that the 
increases contemplated for 1928 should only be granted 
in the case of medium and higher salaries, since in his 
opinion the lower grades had received sufficient increases 
previously. In the end he modified his attitude and 
agreed that the lower-grade salaries should be increased 
in the event of a budgetary surplus. 

This introduces a novel and rather remarkable element 
into the relations between the State and its employees. 
Either the lower grades of the Civil Service are receiving 
a fair remuneration, and there is no legitimate reason 
why they should benefit by the division of a budgetary 
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surplus from the sinking fund which is its proper destina- 
tion, and, in fact, its compulsory destination since the 
law of August 1926, or else the Minister has come round 
to the opinion of those who maintain that the salaries 
of the lower grades do not correspond to the rise in the 
cost of living. It is hardly compatible with the dignity 
of the State or with sound budgetary practice that an 
expense of this nature, recognized as necessary, should 
be entered in the margin of the budget against a 
contingent surplus. 


Monetary Stabilization.—The very slight movement 
which occurred in the exchange market at the end of 
July has certainly strengthened the case for stabilization 
in the opinion of the French public; but there is nothing 
to suggest that the ideas of the Government on this 
point have been modified one way or the other. 





Sir Norcot Warren’s Retirement 


At the annual meeting of the shareholders of the Imperial 
Bank of India, held in Calcutta on August 8, Mr. B. E. G. Eddis, 
chairman of the Bengal Chamber of Commerce, who presided, 
referred to the retirement of Sir Norcot Warren from the managing 
governorship of the bank. Mr. Eddis said that Sir Norcot Warren 
joined the old Bank of Bengal on October 30, 1885, nearly forty- 
two years ago, and first acted as secretary and treasurer in IgII. 
He was occupying that responsible position in 1913 at the time 
of the financial crisis in Bombay and the Punjab, which threatened 
to spread all over India, and might well have done so had the 
conduct of the affairs in Bengal been in less capable hands. The 
skill, courage, and resource then displayed by Sir Norcot rapidly 
restored confidence in the money markets of India, and saved a 
situation which had begun to assume a very critical aspect. 

In January, 1921, he was appointed managing governor of 
the new Imperial Bank of India. The task of creating the Imperial 
Bank by amalgamating the three Presidency Banks and compos- 
ing the many differences and jealousies inherent in the situation 
was a task of exceptional difficulty, and it was common knowledge 
that it was largely due to the tact and influence of Sir Norcot 
Warren that it was successfully accomplished. 
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A Banker’s Novel 
By the Right Hon. J. Ramsay MacDonald, M.P. 


story,* is already known for the trilogy, “‘The 

Spanish Farm,” to which Mr. Galsworthy wrote 
a preface, and which won the Hawthornden Prize in 
1924, ““Sixty-Four Ninety-Four,” and “The Crime at 
Vanderlynden’s.”” ‘Our Mr. Dormer”’ is worthy of its 
predecessors. 

The tale begins when George III reigned and our com- 
merce was in its springtime. We then had small local 
banks that had grown up to meet the needs of traders 
who required secure and honest keeping for their sur- 
pluses, and reasonable accommodation by way of loan in 
anticipation of profits. The world was small, life was 
serene, the small provincial town was a realm within 
itself; the banker attended the Friends’ Meeting House, 
and, in stiff uprightness, lived a life of quiet substantial 
thought and service. To the next generation the bounds 
of the town widened, and upon it breezes from a world 
of greater bustle blew. Quiet austerity lingered like a 
ghost of admonition over it, but appearances had become 
of more importance; it was using veneer not only for 
its furniture, the Meeting House was married to the 
Cathedral, the blood of adventure, a little common in 
expression, but yet respectable in pedigree, was infused 
into money, new brass plates appeared upon doors, the 
portraits of the past generation hung upon stairways 
looking down with remote airs upon the living, and 
lovers who had stolen out by windows managed banks. 
Then came the third generation of bank agencies housed 
in new buildings, when the portraits of the first were 
sent to the town museum as relics of times that were, but 
had passed away into the curious things of history. 

Mr. Mottram is, I believe, himself a servant of a 
bank and carries on that very honourable tradition 
of associating banking with literature. The _ spirit 


M’ MOTTRAM, the writer of this delightful 


* “Our Mr. Dormer.”’ By R. H. Mottram. London. (Chatto & Windus.) 
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of the passing people and the changing times is in 
him. His generations flow past us through his pages 
with the quiet distinction of a Meeting House; his 
humour ripples on the surface like an eddy drawn from 
deep waters; the art of his tale, like Mr. Dormer’s por- 
trait, is a “‘witness of the far-circling, slow-levelling 
justice of things.”” Had I written that sentence I should 
not have used the word “‘justice.’’ In one mood I should 
have chosen “playfulness,” in another “fruitfulness,”’ for 
Mr. Mottram imparts to his story and to us a wonderful 
sense of the serene masterful humour of time and destiny. 
He certainly observes the very first canon of literary art, 
that characters and style should be aspects of each other. 
When Mr. Dormer first appears on the stage—which 
is the steps of the door of the Doughty Bank in East- 
hampton—at the opening of the story in the remote age 
of 1813, we know ail the outs and ins of that devoted, 
orderly-minded office piece of clockwork, who lives for 
his bank, who is to shoot for his bank a would-be 
highwayman, armed with nothing more than that 
pistol-like implement, a brass candlestick, and who for 
such service becomes henceforth “Our Mr. Dormer.”’ 
We also know that his portrait—or something of the 
kind—is to hang on walls and look down on disturbing 
change, is to see feasting where there was nothing but 
business, is to be disturbed by thoughts of the world where 
there were nothing but bank considerations in his time. 
To “Our Mr. Dormer” succeeded his son, and his 
son’s son; to the age when “fortune favours the brave” 
succeeded that of “‘gentility,’’ and after that, with the 
Queen’s jubilee, began the age of ‘“‘duration,’’ and in 
these three generations there was a revolution without 
even a riot. The bank, the Doughtys and the Dormers, 
evolved from themselves, out of themselves. And the 
background of Easthampton life and the subsidiary foils, 
like the scalliwag who had served in the French Wars 
and had picked up from his father the style of a gen- 
tleman, and from his upbringing the habits of a sponge, 
or the demure and susceptible widow to whose person 
and fortune he laid siege successfully, with the result that 
in due course “Our Mr. Dormer” was provided with a 
daughter-in-law, are all brought in in true provincial 
fashion, with the mild excitements, the small adventures, 
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and the rippling crises that were life in such places as 
Easthampton. 

The book is a fine study in the peaceful evolution of 
men and things, and belongs to the hours of long even- 
ings, to the easy chair and shaded lights. Mr. Mottram 
has the rare qualities of leisurely distinction. He has 
judged with accurate feeling the proper demeanour of a 
tale of a provincial bank—its personnel, its atmosphere, 
its psychology. Yet it is more. It is a study in industrial 
history. It is like a portrait painted with a background 
of the events that made the man. ‘Our Mr. Dormer” is 
an excellent piece of dramatic story telling. 


A Banker’s Diary 
Mid-July to Mid-August 


On August 9 a settlement was arrived at regarding the 
liquidation of the war and relief debts of the Serb-Croat- 
Yugo- Slovene Kingdom (Yugo-Slavia) to Great 
Slavian Britain. The war debt amounts to about 
Debt £254 millions and is to be repaid by sixty- 
Settlement two annuities mounting from £150,000 in 
the first year to {600,000 in the last forty-seven years. 
The relief debt, amounting to over {2 millions, is to be 
repaid in full, with interest at 5 per cent., over a period 
of fifteen years, the annual payments rising to about 
£240,000 per annum after the first five years. Apart 
from the Russian debt, this is the last of the war debts 
to Great Britain to be funded, though the French 
settlement still remains unratified. 





AT the end of July it was announced that a provisional 
arrangement had been arrived at between representatives 
sale of bondholders of various countries and 
— of the Turkish Government regarding the 
Seetieannal service of Turkey’s share (roughly 67 per 
cent.) of the Ottoman public debt. A 

convention embodying the agreement is to be drawn up 
and submitted for the approval of the parties. The 
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scale of payments is graduated from 38 per cent. of the 
full contractual interest from 1928 to 1935 up to 100 
per cent. in 1951 and onwards. A scale of annual pro- 
visions to be made by the Government is laid down, and 
arrears are to be paid off over a period of thirty years. 
The yield of the customs duties at specified ports is 
offered as a guarantee. 


THE tentative agreement reached by representatives of 
the Commonwealth and the States in June (see August 
issue) was confirmed at a further conference 
Australian in Sydney about July 20, the convention 
Finance being held over for drafting alterations 
before final endorsement. An agreed 
amendment to the scheme provides that, subject to 
unanimous approval of the Loan Council, State securities 
may be issued in respect of loans raised overseas. Such 
securities will be guaranteed by the Commonwealth, 
both interest and principal being a charge on the Common- 
wealth and the State concerned. 


ON July 21 arguments were heard in the test case brought 
by the Commissioners of Inland Revenue to decide 
: whether the receipt forms issued by the 
a Midland Bank (see July issue) were ‘liable 
eee to stamp duty. On July 25 judgment 
was given against the Bank. It was held 
that, though the documents were not cheques, yet they 
were clearly designed to put money at the disposal of 
persons to whom “they were handed. Inasmuch as they 
entitled the recipient to payment of the sum mentioned 
they fell within section 32 of the Stamp Act of 1891, and 
were therefore liable to duty. No announcement has 
been issued as to whether an appeal will be made against 
the decision. 


THE Free State Government’s Bill for the establishment 
of a separate currency based on sterling and for other 


Irish purposes (see March and May issues) 
Currency passed its final stages about the middle of 
and August. Several amendments were made 


Banking in the Senate and agreed to by the Dail, 
among the most important being that limiting to twelve 
months the period for maturity of British Government 
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securities held in the legal tender note fund. The 
Act comes into force as and when the Government 
determines, but the necessary machinery has yet to be 
set up. 


On August 18 it was reported that all the Australian 
trading banks, with one exception, had assented to a 
; scheme for handing over their gold reserves 
Australian to the Commonwealth Bank. This was a 
step recommended by Sir Emest Harvey, 
of the Bank of England, during his recent 
Australian tour, with the object of strengthening the 
position of the Commonwealth Bank as a central institu- 
tion. Details of the proposed agreement are not yet 
available, but it is understood that full discussions will 
take place when the question of revising the Bank Act 
comes under consideration in the Commonwealth Parlia- 
ment at the end of the month. According to the latest 
available figures, the Commonwealth Bank holds over 
{22 millions and the trading banks over £27 millions of 
gold. 


Reserves 


THE Danish Government has negotiated a $20 millions 
revolving credit, to run for one year from July 18, with 
Danish the National City Bank of New York. 
Landmands- [his arrangement, which is not to be con- 
bank fused with exchange credits established in 
Credit favour of the National Bank some time 
ago and now understood to have expired, is to provide 
liquid funds to enable the Government to meet its 
obligations as guarantor of the liabilities of the Land- 
mandsbank. Meanwhile, plans are being drawn up 
for the final reorganization of the Bank within the 
next year as a private institution. The Government’s 
guarantee was originally granted in February 1923. 


As one result of the visit of the President of the Reichsbank 
to the United States (see August issue), it was announced 
German towards the end of July that a consortium 
Golddiskont- of American banks, headed by the Inter- 
bank national Acceptance Bank, had arranged 
Credit a credit of $30 millions in favour of the 
Golddiskontbank. The period of availability is one year, 
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with provision for renewal if required. Previous credits 
arranged abroad and subsequently allowed to expire 
were understood to have been drawn on only to small 
amounts. The Golddiskontbank, a subsidiary of the 
Reichsbank, was set up in 1924, and was engaged prin- 
cipally in the financing of foreign trade. Recently, 
however, it has come to perform various other functions 
which the Reichsbank, as the central institution, cannot 
legitimately fulfil. (See Report of the Agent-General for 
Reparation Payments, June 1927.) 


DuRING the second half of July there was considerable 
pressure to issue loans and shares to the public prior to 
the holiday period, with the result that the 


Pe total amount of new money raised during 
et the seven months to the end of July was 
in excess of the figure for any corresponding 


period since 1920. An issue of 7 per cent. sterling bonds 
at 97 on behalf of the City of Santos was only half sub- 
scribed by the public, while underwriters were left with 
nearly nine-tenths of the 54 per cent. Dresden sterling 
loan at 914. Some industrial issues met with greater 
success, a large offer of shipping shares and another of 
debenture stock of an oil-distributing company being 
fully subscribed. 


THE most important bank rate change for several months 
past took place on August 4, when the New York Federal 
Reserve Bank reduced its rediscount rate 


— from 4 to 3} percent. The Federal Reserve 
Ch ll Bank of Boston did likewise on the same day, 


the movements being both preceded and 
followed by similar changes at other Federal Reserve 
Banks. On July 20 the Austrian National Bank raised 
its discount rate from 6 to 7 per cent. The Imperial 
Bank of India reduced its rate by I to 4 per cent. on 
July 28. The Bank of Finland on August 10 lowered 
its discount rate from 7 to 63 per cent. 


Q 
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System 
By Henry Parker Willis 


ITH the approach of the time for a new session 
of Congress, the question of changes in the 


Federal Reserve System again makes its appear- 
ance—as it has, recurrently, for several years past. Presi- 
dent Coolidge will probably summon Congress into session 
rather earlier this season than usual, very probably 
during October, and one of the subjects that is to be 
pressed upon his attention is that of prospective changes 
in the Federal Reserve System. The subject has been 
under advisement for two or three years. How sharply 
opinion on the whole question was divided was witnessed 
during the last session or two in the heated debates on the 
so-called McFadden Bill, designed to amend the National 
Bank Act. This discussion was one of the most acri- 
monious that has taken place in connection with banking 
for many years, probably the bitterest since the adoption 
of the Federal Reserve Act itself. The Act was finally 
adopted as the result of a bargain which resulted in 
passing it by way of compensation for one or two other 
measures which would otherwise not have made their 
way to the statute books at a short session, but the 
discussion clearly brought out a widespread condition of 
dissatisfaction with existing conditions. It was agreed 
on the part of a number of Senators that at all events no 
obstacles should be put in the way of a remedial Bill, 
designed to rectify some of the faults in the Reserve Act 
which have been complained of for five or six years past. 
These pledges may not be wholly adhered to, but at any 
rate there will be vigorous effort to keep them in opera- 
tion, and the large group in Congress which desires action 
amending the Act will undoubtedly make itself heard at a 
very early stage in the session. Of course, this prospect 
is leading to a general survey of the various proposals 
for change in the law, with a view to ascertaining exactly 
what can and cannot be properly yielded. Undoubtedly 


Defects of the Federal Reserve 
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the outstanding topic of discussion will be the so-called 
“war amendments” to the Act. 

The status of these war amendments is not altogether 
understood, but their history can be briefly reviewed. 
In the original Reserve Act, provision had been made 
for limiting the issue of Federal Reserve notes in such a 
way that the total issue outstanding at any time should 
not exceed the aggregate of bona fide live commercial 
paper which the banks had rediscounted or bought. On 
the other hand, the Act had distinctly discountenanced 
the holding of notes in the reserves of banks. During 
the war both of these points were changed, on the plea 
that by altering them it would be possible to get a more 
easy expansion of credit, and hence to finance the war 
more readily. Federal Reserve notes were allowed to 
issue against direct deposits of gold, and in other ways 
the restrictions which the Act had placed around the 
issue of the new bank notes were considerably curtailed. 
Not only was this true, but the specific and mandatory 
provisions of the law, which called for the retirement of the 
old national bank notes (based upon Government bonds), 
and for the refunding of the bonds held behind them into 
new issues without the circulation privilege, were left 
in abeyance and have never been revived. Today the 
volume of national bank notes in circulation is as large 
as it ever was. The war amendments also brought about 
a very decisive change in reserves. Reserve percentages 
were curtailed at various classes of banks to 13, 10, and 
7 per cent. (of demand deposits) in place of reserves 
about 5 per cent. higher, which had been previously set. 
These new reserves had to be carried in Reserve banks, 
and the various member banks were left free to carry 
whatever they thought necessary in their own vaults. 
All restrictions upon the character of this vault cash were 
withdrawn, so that in effect the various banks were 
permitted to carry the notes of other banks, or—if they 
chose—Reserve bank notes, as their vault reserves. This, 
in common with the other changes in relation to the issue 
of Reserve notes, has been regarded quite generally by 
capable critics as tending to inflate the circulation, 
and a strong movement for repeal has developed. 

Along with the demand for repeal of these particular war 
amendments, there has also grown up a very substantial 
Q2 
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body of opinion which holds that other provisions 
of the law require clarification and amendment in order 
to guard against abuse. This is particularly true of the 
provisions relating to the use of the banker’s acceptance. 
There are now about $800,000,000 of bankers’ acceptances 
generally outstanding in the American market, but a 
considerable part of them is not used to finance foreign 
trade, as is the custom in most other countries. Domestic 
bankers’ acceptances have developed very largely. The 
authorization of the domestic bankers’ acceptance was 
not contained in the original Act, but crept in during the 
war, when attention had been diverted from the banking 
question, although it was not one of the so-called “war 
amendments’’ made with the specific purpose of facilitat- 
ing the financing of the war through inflation. However 
it may have become incorporated into the Act, the domes- 
tic bankers’ acceptance has proved to be an unsatisfactory 
and non-liquid instrument, while the practice of using 
both domestic and foreign bankers’ acceptances for the 
purpose of carrying stored products, cotton, wheat, and 
many others in warehouse, has also been recognized as an 
undesirable practice. Not a few legislators feel that both 
of these elements in American acceptance practice ought 
to be eliminated, and the acceptance restored to the 
original status which it had when the Federal Reserve 
Act was first framed. There is great opposition to any 
such change inasmuch as not a few bankers have found 
the present method of using the acceptance very 
profitable, and naturally want to continue their existing 
practice in connection with it. They will be able to offer 
a very vigorous opposition to any proposal for change, and 
as the whole subject is a technical matter, rectification 
of present evils will not be altogether easy, even if it 
prove possible at all. 

The collection provisions of the original Act have been 
among the most successful features of the entire system. 
It was extraordinarily difficult to secure their application in 
the first place, owing to opposition which originated in the 
several Reserve banks and was supported by antagonism 
on the part of well-organized clearing houses in different 
parts of the country. This opposition was overcome, and 
the Reserve Board, as is subsequently noted in one of its 
annual reports, discarded the unsatisfactory plan for 
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clearing cheques which had been drafted by a committee 
of executive officers of Reserve banks, and substituted a 
plan of its own. Previously to thus providing for the 
clearing of cheques in each of the several Reserve districts, 
the Board had introduced a general plan for clearing 
between the districts by means of a single central fund 
at Washington. The national and local systems com- 
bined, thus constituted a well-rounded general system 
of clearing which has been on the whole satisfactory and 
effective, although from the outset it was never possible 
to induce either the Reserve Board or the Reserve banks 
to carry out the full intent of the Reserve Act by giving 
immediate credit and debit entry to cheques. A “deferred 
debit and credit’ plan was employed in place of immediate 
entry, and although as time has gone on it has been 
possible to reduce the delay in entering credits and debits 
by shortening the time required in transit between the 
Reserve banks and their branches, it never proved possible 
to obtain any thorough effort or experiment in the general 
use of the system of immediate entry. Furthermore, 
small banks throughout the country which have found 
their revenue from exchange charges considerably cur- 
tailed by the introduction of gratuitous (even though 
deferred) exchange and collection, have succeeded in 
obtaining, in a number of States, particularly in the 
south, legislation authorizing and in some cases directing 
them to charge exchange. The result has been to break 
down the collection system rather seriously within recent 
years—a condition which calls for thorough remedial 
legislation if the collection system is to endure. 

Several other phases of the existing legislation have 
seemed to call for modification. One of these is the 
question of membership. In the original draft of the 
Federal Reserve Act, membership was left optional. 
Then, as the Act developed further, the membership was 
made compulsory, and in this form the provision governing 
it was sent to the statute books. Ever since the initiation 
of the system there has been controversy about this 
compulsory character of membership. Small national 
banks have complained that it was a burden upon them 
inasmuch as their competitors among the small banks 
with State charters, were, of course, free of the necessity 
of complying with the requirements for membership. 
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Consequently there has been, from time to time, an urgent 
demand for some change in membership requirements. 
Today, there are two distinct schools of thought, the one 
advocating legislation which would practically make it 
inevitable for State-chartered institutions to join the 
system, the other recommending that membership be 
made voluntary. It is recognized that if the latter course 
were to be followed, most of the small banks would 
undoubtedly retire from the system, which would thus 
be left to consist of the larger city banks, with probably 
a few others scattered throughout the country which for 
one reason or another thought fit to maintain membership 
in the system. In favour of this way of dealing with the 
situation is the argument that it would be much better 
to have asmall group of active members, subject to some- 
what similar conditions of operation, than to have a large 
heterogeneous membership whose constituent elements 
were controlled by very different motives and interests. 
Some have feared that the system would be unduly 
weakened by making membership voluntary, but there 
would appear to be no good reason for such an opinion. 
On the other hand, the adoption of legislation intended 
to compel all banks to enter the system would meet 
with great resistance. Some action designed to solve the 
membership problem is needed, and a provision on the 
subject should be included in any amendatory legislation. 

Closely allied with the question of membership is that 
of reserves. A major reason for requiring membership 
in the first instance was the necessity which then existed 
of getting control of the reserve funds of the country. 
These reserve funds were then widely scattered among 
so-called correspondent banks in reserve cities, which 
numbered about fifty. In looking into the membership 
question some capable bankers have suggested that 
although membership might be made voluntary so far as 
the ownership of stock or the taking of an active interest 
in the affairs of Reserve banks is concerned, it would be 
well to require all banks, whether members or not, to 
maintain a reserve balance with the Reserve bank of the 
district in which they are situated. Another group of 
students, including several officers of Reserve banks, has 
suggested the desirability of abandoning reserve require- 
ments entirely and substituting in place of balances on 
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the books of Reserve banks the holding by each bank 
throughout the country of a specified percentage of its 
assets in the form of very liquid paper of kinds to be 
designated. An alternative or compromise between these 
two proposals has been that the reserve balances to be 
kept be reduced to smaller figures in the case of banks 
which carry a certain kind of assets in their portfolios 
and which have a certain sort of deposit liabilities out- 
standing, but that they be increased for those banks which 
are in the habit of carrying non-liquid portfolios, but 
whose deposit liabilities are of a particularly active charac- 
ter, as in the case of banks which carry on their books 
balances deposited with them by other banks. Some 
Reserve bankers have worked out elaborate plans for 
introducing some system of the kind just referred to, 
their idea being that it might be left to Reserve bank 
managements to vary deposit requirements for their 
members according to their own discretion, conclusions 
depending upon the information they receive as to the 
actual composition of the portfolios of such members. 
There is no consensus of opinion on this subject, except as 
to the view that present requirements are unsatisfactory. 

One further factor of present legislation which is 
widely recognized as calling for amendment also deserves 
mention. This is the National Bank Act. The Act 
itself dates, of course, from 1862-3, but has been amended 
many times since those years. However, a great deal of 
the original structure of the Act has been retained, and a 
good deal of it has become obsolete. Last year’s amenda- 
tory measure, known as the McFadden Act, was merely a 
temporary compromise with the situation, and not only 
left a good deal entirely untouched, but added some 
features whose desirability was open to question at the 
time and has been seriously questioned ever since. Ina 
general way, the National Bank Act needs thorough 
revision in practically all of its provisions relating to 
bank organization, examination, and inspection, and 
needs a great deal of amendment in connection with its 
operation provisions. Particularly is this true of the 
sections relating to restrictions on loans which are now 
in a thoroughly unsatisfactory condition, while it is also 
true that a great inany of the sections now in force 
originally related to methods or practices, or were designed 








216 THE BANKER 


to correct conditions that have now entirely passed away 
and have been succeeded by others. Further, the original 
National Bank Act, in practically forbidding branch 
banking, ran counter to the prevailing practice of the 
most advanced nations, and the very hesitating and 
unsatisfactory changes in this respect which were carried 
in the McFadden measure are already proving inadequate 
and indefinite. There is an increasing feeling, therefore, 
that the National Bank Act ought to be overhauled from 
top to bottom, in order to modernize it, even if there 
were not to be any serious changes of theory or point of 
view. Such changes, however, are generally admitted 
to be essential—foremost among them an alteration of 
the position taken by the Act with reference to branch 
banking. As soon as Congress is able to take up the 
banking question in a large way, the National Bank Act 
will certainly receive a large share of attention in these 
particulars. 

Of course, all those who are interested in banking 
reform recognize that this is a large programme, and will 
be likely to attract a great deal of opposition in many 
quarters. The fact that it will be opposed by various 
political groups is not especially important. Practically 
anything in banking is likely to be opposed in that way. 
In this case, however, the real difficulties centre around 
the fact that there is much difference of opinion among 
bankers themselves as to what should be done. Very 
decided cleavage exists between the large bankers of the 
cities, and the country bankers who operate small, and 
in some cases microscopic, institutions. Then there is a 
certain element of small-sized city banks which are 
afraid of the larger institutions, and regard themselves 
as having a set of interests that are in some cases very 
different from, and quite opposed to, those of the larger 
banks in their own localities. The large city banks on the 
whole represent a fairly united group. They favour 
branch banking, freedom in the use of the bankers’ 
acceptance, an inactive Federal Reserve System, with a 
Federal Reserve Board that is not too much inclined to 
control or interfere with them, and no _ perceptible 
tightening of the restrictions contained in the National 
Bank Act as amended. Some of them would be glad to 
see the reserve requirements relaxed or, perhaps, abolished, 
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although there is a section of them that is disposed to 
feel that compulsory membership of banks in the Reserve 
system is a desirable thing, since without it the task of 
maintaining the reserve position of the country would 
probably fall very largely upon the city banks. As for 
the small banks, they are quite generally opposed to 
compulsory membership, have no objections to required 
reserves, but wish to be allowed to carry them as interest- 
bearing balances on the books of city correspondents, 
are opposed to branch banking of any kind, and would 
be rather reluctant to see much increase in the stringency 
of governmental supervision of any kind. 

In Congress the division is largely on sectional lines. 
There is the same opposition as formerly between the 
western and eastern interests, the same tendency to fear 
the possible competition of large banks in the cities of the 
east, and the same general development of an agrarian 
point of view which has been so noteworthy in times past. 
The opposing faction is disposed to plead the cause of 
the city banks, seek to obtain branch banking and other 
measures that would open the way to larger business 
transactions on the part of the highly-capitalized banks 
in New York and elsewhere, and, in general, maintain 
the so-called capitalistic point of view. The western 
interests in the main are not very friendly to the system, 
believing it to be under the domination of eastern city 
banking interests, and are disposed to ask for changes 
which would compel it to be more liberal in the use of its 
credit and less able to protect itself by refusing loans and 
discounts to hard-pressed banks or banks that are under 
severe pressure from their local customers in agricultural 
regions. The par collection system has comparatively 
few friends anywhere, but is better liked now than when 
the system was inaugurated, Reserve bankers themselves 
recognizing the necessity of it. The small country bankers 
remain as disaffected as ever, and the result is that 
Congressional factions are on the whole pretty generally 
opposed to keeping up the present collection system and 
certainly would never sanction any extension of it, if 
they could help themselves. Technical questions such as 
those relating to the actual methods of the Reserve banks, 
had never received any more than a bare hearing in 
Congress and would probably be dealt with along lines 
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mapped out by the administration if action were to be 
seriously contemplated. 

In these circumstances the question of further banking 
legislation on a large scale is, as it always has been, a 
matter for vigorous executive management, without 
which it is not likely to be very successful. The present 
administration has never shown great interest in banking 
questions, and what it does on this occasion will depend 
a great deal on the vigour with which the subject is 
pressed by practical bankers. But there is growing 
reason for believing that such pressure will be felt. 


Imperial Bank of India 
Relation to Reserve Bank 


A SPECIAL meeting of shareholders of the Imperial 
Bank of India held in Calcutta on August 8, approved the 
following resolution :— 


“That, in view of the proposed creation by the Government of India of a Reserve Bank for India, 
the constitution of which will in the result permit of the sphere of this bank’s business activities being 
enlarged, it is requisite that the Imperial Bank of India Act L,VII of 1920 be amended, and it is therefore 
resolved that the Bill, entitled ‘A Bill further to amend the Imperial Bank of India Act 1920’ for certain 
purposes shall be, and is hereby, approved subject to such alterations therein, and additions thereto, 
as the Imperial Legislative Assembly shall think fit to make, provided that such alterations and 
additions (if any) shall not in any way detract from or disturb the increased banking facilities as pro- 
vided under the amending Bill, and, further, that the Managing Governors of the Imperial Bank be, 
and they are hereby, authorized on such Bill becoming law, to agree to the cancellation of the agreement 
between the Secretary of State for India in Council and the Imperial Bank, dated January 27, 1921, 
provided in lieu thereof : 

PERIOD OF TWENTY-FIVE YEARS. 


““(1) That the Reserve Bank do enter into a contract with the Imperial Bank for a period of twenty- 
five years, under which the Imperial Bank for that period undertake, inter alia, the agency business of 
the Reserve Bank at all places where a branch of the Imperial Bank exists. 

“(2) That the Imperial Bank be given the option to subscribe for 30 per cent. of the capital of 
the Reserve Bank—i.e. Rs. 1} crores. 

“*(3) In consideration of the performance by the Imperial Bank of India on behalf of the Reserve 
Bank of India of the functions which the Imperial Bank was performing on behalf of the Governor- 
General-in-Council at places referred to in clause (1) above before the coming into force of the Reserve 
Bank of India Act, 1927, the Reserve Bank of India shall pay to the Imperial Bank of India Commission 
calculated on the total of the receipts and disbursements dealt with annually on account of the Govern- 
ment by the Imperial Bank on behalf of the Reserve Bank of India. Such commission shall be one- 
sixteenth of 1 per cent. on the first Rs. 250 crores of such total and one-thirtysecond of 1 per cent. on 
the remainder. 





NUMBER OF BRANCHES. 


“(4) Subject to the condition that the Imperial Bank of India shall keep open branches not less 
in number than those existing at the time of the coming into force of the Reserve Bank of India Act, 
1927, the Reserve Bank shall allow the following balances to the Imperial Bank of India at interest 
rates hereinafter specified, namely :— 

“(a) During the first five years—Rs. 3 crores free of interest; (b) during the second five years 
Rs. 2 crores free of interest, and at the option of the Imperial Bank of India an amount not exceeding 
Rs. I crore at 2 per cent. per annum; (c) during the third of five years—Rs. 1 crore free of interest, and 
at the option of the Imperial Bank of India an amount not exceeding Rs. 2 crores at 2 per cent. per 
annum ; and (d) during the last ten years—at the option of the Imperial Bank of India an amount not 
exceeding Rs. 3 crores at 2 per cent. per annum. 

““(5) The Imperial Bank of India shall not without the approval of the Government of India open 
any branch in substitution for a branch existing at the time this agreement comes into force. 

““(6) For each new branch opened by the Imperial Bank of India with the approval of the Govern- 
ment of India in addition to the branches already opened when this agreement comes into force, the 
Imperial Bank of India shall be allowed the following balances free of interest for each branch so 
opened. namely : (a) during the first five years—Rs. 3 lakhs; and (b) during the second five years— 
Rs. 2 lakhs.” 
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Agricultural Credit 


A Many-Sided Problem 
By the Right Hon. William Graham, LL.D., M.P. 


Chairman of the Public Accounts Committee of the House of Commons, formerly 
Financial Secretary to the Treasury 


effort to appreciate the investigation of schemes 

of agricultural credit on which the Government 
are again engaged. Certainly it would tend to mitigate 
some of the criticism to which the joint stock banks are 
exposed. In their statement of agricultural policy in 
1926 (Command No. 2581) the Government indicated 
that a national programme should aim at securing that 
the land should yield its highest economic possibilities 
in the way of food for the nation, and that it should 
furnish a basis of life and a reasonable livelihood to the 
greatest number of people. Recognizing the wide 
differences of opinion .within the industry itself, the 
Government added at that time that it was clear that 
increased production and greater employment could be 
secured by a large extension of the arable area. But it 
was equally clear that at the then level of corn prices 
no such increase could be secured without (1) the imposi- 
tion of protective duties on imported corn, which would 
be contrary to the pledges of the Government and to the 
policy of other political parties, or (2) the payment of 
some form of subsidy. Since, however, a subsidy of £2 
per acre on arable land would amount to over {£20 
million per annum, and would not necessarily result in 
any considerable increase, no Government could enter- 
tain such an idea. Protection was also discarded. The 
Government appeared to fall back on the doctrine, 
apparently widely held by the banks, that it might be 
better for the British farmer to devote his energy mainly 
to the live stock industry and to aim at meeting the 
demands of the population for meat and milk. In that 
statement of policy the Government emphasized the 
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importance of credit. They admitted that the land- 
owners were to an increasing extent less able than 
formerly to supply what was needed for permanent 
improvements, and that many farmers, particularly 
where they had bought their farms in the period of boom 
prices or in the atmosphere of the Corn Production Acts, 
were seriously short of working capital. At that point 
the Government added that they were giving special 
consideration to the whole subject with a view to pre- 
paring a scheme on a sound commercial basis for short- 
term credit, credit for improvements and for land 
purchase, “‘with the object of bringing the general credit 
machinery more into line with the existing economic 
needs of the industry.” 

This last point takes us back to the report of the 
Committee on Agricultural Credit appointed by the 
Minister of Agriculture and Fisheries, issued in 1923 
(Command No. 1810). On that occasion, for long-term 
credit improvements, the Committee unanimously re- 
commended that the Improvement of Land Acts should 
be amended to authorize any association operating under 
them to charge such rates of interest as the departments 
concerned might approve; and that for these improve- 
ments the Lands Improvement Companies should be 
urged to consider wider publicity. In the case of purchase 
the Committee recommended, again unanimously, that 
those farmers who purchased their holdings between 
the date of the passing of the Corn Production Act, 1917, 
and the Corn Production Acts (Repeal) Act, 1921, should 
be enabled to obtain loans by an approved society acting 
under the egis of the State, such loans not to exceed 
75 per cent. of the present value of the holding con- 
cerned, and to be repayable within a period of forty 
years on an annuity basis. For this purpose funds were 
to be advanced in the first instance by the Public Works 
Loans Board and subsequently by the issue of guaranteed 
stock. In short-term and intermediate credit the Com- 
mittee recommended that the State should encourage the 
immediate formation of agricultural co-operative credit 
societies, and should place a capital sum at the disposal 
of each society on the basis of {1 for every {1 of share 
capital raised by the society, of which not less than 5s. 
in the £ should be paid up. These societies were to be 
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affiliated through the Ministry of Agriculture, to be 
allowed to receive deposits, and to be given a free dis- 
cretion in the granting of loans to members for agricul- 
tural purposes. It was further suggested that the State 
funds for such a scheme should be derived from the 
application of a portion of the money raised from the 
sale of savings certificates in rural areas. Following the 
report of that Committee legislation was passed. The 
part applicable to the purchase of farms on the faith of 
the Corn Production Acts was probably valuable ; but it 
is now generally conceded that the other recommenda- 
tions relating to agricultural co-operative credit societies 
have in practice achieved little or nothing, apparently 
because of the marked disinclination of British farmers 
to give the information or the details on which all schemes 
of the kind necessarily rest. 

The next outstanding stage in the controversy is the 
report on agricultural credit by Mr. R. R. Enfield, one 
of the officers of the Ministry of Agriculture and Fisheries, 
No. 8 of the Economic Series of the Department, issued 
in 1926. After reviewing the need for credit, the 
existing facilities such as the banks, merchants, landlords 
and others, and analysing at some length the weakness 
of the present system, the report recognized that little 
had been done on the basis of co- operative credit as 
recommended by the 1923 Committee. This fresh 
review accordingly proposed : (a) That the machinery of 
short-term credit should be concentrated in the hands 
of the banks where the cost of credit is known, and 
where the farmer can escape from the abuses which the 
tradesmen-credit system often involved ; but to make the 
bank system as fully effective as possible the banks 
should be empowered to take a charge upon the wealth 
on the farm; (6) that legislation should be enacted 
enabling a valid charge, in the form of a chattel mortgage 
in favour of the banks, to be given upon certain classes 
of farm produce (to be defined) ranking in priority to all 
other charges except those in respect of rent, rates, and 
taxes, and to be used exclusively for the purpose of 
securing “‘short-term’’ bank advances to farmers ; (c) that 
as an alternative method the banks should be empowered, 
instead of taking specific charge by way of a chattel 
mortgage on certain defined property, to take a floating 
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charge upon the liquid assets of a farm or of a co- 
operative marketing society, also ranking in priority to 
all other charges except those in respect of rent, rates, 
and taxes; (d) that a central bankers’ register should be 
established in which these chattel mortgages or floating 
charges could be registered, open to inspection by 
the banks, but not open to inspection by the public; 
this would protect the banks and avoid the publicity 
about which the farmer is naturally sensitive ; and (e) that 
the mortgagor should be left free to dispose of produce 
which is subject to a chattel mortgage when he wishes, 
so that he may take full advantage of a favourable 
market, but that he should be required to notify the 
bank when he does so, and pay the proceeds to the 
bank up to the amount of the debt; penalties sufficient 
to act as a reasonable deterrent should be prescribed for 
failure to comply with these conditions. In this matter 
it was thought that the farmer would thereby be offered 
an inducement to borrow cheaply from the banks and 
pay cash to the merchant, taking advantage of the 
discount for cash usually offered by the latter: ; the 
banks on their side would receive a much better security 
than under the present system 

As regards co-operative credit, it was proposed that 
the procedure under section 2 of the Agricultural 
Credits Act, 1923, should be abandoned, and where there 
was need of co-operative credit steps should be taken to 
form agricultural credit societies similarly constituted to 
the present ones. But instead of borrowing money from 
the State their object would be to endorse their members’ 
promissory notes in respect of advances from the banks. 
The security behind such societies would remain as at 
present—their whole assets, including the uncalled share 
capital. Alluding to long-term credit Mr. Enfield sug- 
gested that Great Britain occupied an almost unique 
position in having no standard machinery of long-term 
agricultural credit based on farm mortgages, with the 
exception of the restricted machinery provided under 
section I of the Agricultural Credits Act, 1923. Farmers 
in the past had obtained mortgages on their farms from 
solicitors, banks, and others, but had always felt some 
uncertainty as to the period such loans would be allowed to 
run. There had been no uniform method of redemption, 
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which had in many cases acted detrimentally upon 
farming practice. To provide credit for the purchase of 
farms or the execution of “‘permanent’’ improvements, 
it was proposed to apply the principle of the mortgage 
credit institutions in Germany or of the Federal land banks 
or joint stock land banks in America. It was suggested 
that a central land bank should be established, the object 
of which would be to make long-term mortgage loans 
through the joint stock banks and their branches, and 
to raise money for the purpose by the issue of debentures 
to the public. This scheme indicated that the bank 
should be governed by a board of directors, and should 
be empowered to lend money up to a prescribed period, 
secured upon a first mortgage on agricultural land and 
buildings. It should be empowered to issue debentures 
to the public based on these mortgages, up to a fixed 
multiple of its capital and surplus funds, thus creating a 
recognized means through which capital might be 
invested in agriculture. Loans would be made through 
the joint stock banks and their branches, which would 
act as agents for the central land banks. 

It was thought that the central land bank should also 
be empowered to handle the intermediate credit business 
in connection with land improvements, and such opera- 
tions as drainage, erection of minor buildings, and 
kindred items. For such a central land bank the follow- 
ing advantages were claimed : (a) It would establish for 
the first time in this country a uniform standard system 
of long-term mortgage credit for agriculture ; (b) it would: 
give new facilities to farmers who wished to purchase 
their holdings, by providing mortgage credit at a reason- 
able rate of interest, in a standard and universally 
applicable form, and free from the risk of unexpected 
foreclosure ; (c) it would create a standard agricultural 
investment, thus opening up a new channel through 
which capital could enter agriculture; (d) it would be 
administered through the joint stock banks, and would 
have the benefit of their Gad ledge and experience; it 
would be simple and secret. To these proposals were 
added the plea that the value of any credit depended, 
not only on the efficiency of the lenders, but also on the 
efficiency of the borrower ; the farmer was often an 
inefficient borrower; he frequently did not understand 
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the economic functions of credit, and was unable to 
measure the profitable use of borrowed capital upon the 
farm. Finally, it was recommended that the Ministry 
of Agriculture, through the agricultural colleges, should 
undertake educational work on this subject, and in 
connection with it should seek the co-operation of the 
banks and the National Farmers’ Union. 

Meanwhile other authorities made proposals. Mr. 
C. S. Orwin, for example, in a recent revival of the plea 
for co-operative credit, remarked: “‘The farmers’ need 
for credit could be met by a deliberate extension of the 
functions of the agricultural co-operative trading societies 
to include the transaction of business with their members 
for future settlement. The details of a scheme to give 
effect to this suggestion are simple. Credit facilities 
should be gr anted only to members of the society. New 
members should be admitted by the committee only on 
the introduction of a member, and after careful inquiry 
Every member should be required to subscribe for the 
maximum amount of share capital ({200) authorized 
under the Industrial and Provident Societies Acts, so as 
to give the society a reserve of working capital, though 
only a small percentage of this amount need be calle d 
up. Credit should not be given for an indeterminate 
period, but should be for periods of three, six, nine, or 
twelve months. No credit for a period longer than 
three months should be given by the manager of the 
society without the sanction of the committee in every 
case. Settlement for goods purchased on credit should 
be made at a cash price plus interest at the rate of 
I} per cent., 3 per cent., 44 per cent., or 6 per cent., 
according to the term. The invoice for all goods should 
be accompanied by an acceptance covering cost and 
interest, which should be returned by the member to the 
society within fourteen days, the usual limit of trading 
on the cash basis. All acceptances should be deposited 
with the society’s bankers for discount or collection 
at the due date. Acceptances should not be renewable 
except only in special cases, and with the sanction of 
the committee, where the member can show cause. The 
rate of interest on credit to members suggested above, 
viz., 6 per cent. per annum, is based on current values, 
and is intended to cover bank charges on overdraft or 








AGRICULTURAL CREDIT 225 





interest on the society’s own funds, together with a 
margin of I per cent. for contingencies. The actual 
rates of interest would vary with the conditions of the 
money market.” Mr. Orwin recognized that the joint 
stock banks would only concur in the transaction of 
business on the foregoing lines in the case of well-managed 
societies, but he proceeded to enumerate certain advan- 
tages for this scheme in increasing credit facilities 
available to the farmer. Of these, one of the chief was 
that it involved no new, elaborate, and probably costly 
banking experiments. At Lincoln, on July 21, the Prime 
Minister indicated that the Government recognized that 
the existing facilities for obtaining loans for land purchase 
were defective and that agriculture suffered from the 
insecurity that attaches to the ordinary mortgage. He 
remarked that the joint stock banks could and did 
finance farmers to a considerable extent by temporary 
loans, but they could not lock up their depositors’ money 
on long terms. The Government had first of all explored 
the possibility of assisting, in co-operation with the 
joint stock banks, in the form of a central mortgage 
institution empowered to grant long-term loans secured 
on farm mortgages and repayable over a term of years. 
The Government were now working out the scheme 
which they intended to submit to Parliament next year. 

Meanwhile it may be appropriate to notice the strict 
negotiations with the banks. Their general attitude 
may be gathered from a recent survey of British agricul- 
ture in the monthly review of the Westminster Bank. 
It warned the public against generalizations as to the 
prosperity or otherwise of agriculture. These were 
likely to be misleading, since the industry was many- 
sided. Of the two main divisions, the section dealing 
with live stock and their products was holding its own, 
despite the fact that it operated on a non-protected 
market. Judging by recent results, the future seemed to 
offer the brightest prospects for the dairying and poultry 
branches, which had increased their output more than 
sufficiently to compensate for a falling-off in that of live 
stock proper. The live stock, etc., trades account as a 
whole was nearly seven-tenths of the saleable agricultural 
output of England and Wales. Admittedly the other 
section of the industry, concerned with the raising of 
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various crops, had had a much less favourable experience. 
Taking the two sections together, there was, however, 
some reason for the belief that although the agricultural 
acreage of the country had not been maintained at its 
pre-war figure, the yield per acre in terms of money had 
increased since 1908 at a rate at least equal, and probably 
_more than equal, to the rise in average commodity prices. 
The results outlined scarcely justified excessive pessimism 
as to the future of agriculture in this country. A con- 
tinuous process of adjustment had been going on for 
many years in the international structure of the industry. 
That represented a conscious adaptation to changing 
economic circumstances, and so far there was no 
evidence that it had not achieved its purpose in main- 
taining the financial return of agricultural effort as a 
whole. In other words, if this argument may be taken 
as representative of the views of the joint stock banks, 
it would appear to be suggested : (1) The position is not 
so bad as is generally represented ; if so, and if any form 
of assistance from public funds or public credit is desired, 
farmers should pass generally to schedule D basis for 
income tax purposes, as unanimously recommended by 
the Royal Commission on the Income Tax in IgIQ, 
rather than the present conventional basis of annual 
value or rent; that change would probably settle the 
question as to whether they were all making heavy 
losses, as is often suggested; (2) in the absence of pro- 
tection it may be better for British agriculture to think 
of live stock and the tasks for which economically it is 
better adapted, having regard to world conditions and 
settled national fiscal policy, no party being now prepared 
to recommend a tax on imported food; and (3) reliance 
should be placed more on the process of international 
economic adjustment in agriculture than on schemes of 
credit or subsidy within individual countries, some of 
which may lead to greater damage than encouragement. 

If this case is pressed—and the joint stock banks may be 
trusted to put their argument with skill—the Government 
has plainly many difficulties in the problem. Much might 
be accomplished if British farmers and smallholders 
could be persuaded to co-operate. Experience under the 
1923 legislation is fresh proof of the fact that it is almost 
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impossible to make them do anything of the kind, even 
where credit itself is at stake. If they hold to that 
attitude it will presumably be all the easier for the joint 
stock banks to follow the plan which clearly commends 
itself to them at this stage—that of dealing with each 
farmer on his merits, taking careful account of his 
record, his activity and efficiency, the stock on his 
holding and other resources, and giving him such credit 
by simple overdraft or other device as the banks feel he 
can efficiently and remuneratively employ. Having 
regard to the aggregate amount which is now outstanding 
in agricultural credit, they would appear to have sub- 
stantial reply to the criticism that they have been stiff 
in their attitude within recent years. 


New Zealand Banking Controversy 


THE interest rates of New Zealand banks have been 
subjected to much criticism by the Leader of the Opposi- 
tion in the New Zealand Legislative Assembly. He has 
also censured the Government upon the ground that as 
the State owns a third of the shares in the Bank of New 
Zealand and has the sole right to appoint directors, the 
Minister of Finance (Mr. W. Downie Stewart) could 
sasily prevent a rise in its interest rates. The Minister’s 
reply to this criticism was as follows :— 


“My view of the Government’s relation to the Bank of New Zealand was that the Government, 
having an interest in the bank, and having representation on the board of directors, were fully entitled 
in the interests of the Dominion, to discuss with the Bank of New Zealand the general position, without 
being accused of political interference. But it did seem to me that if, when we had made representations 
to the bank and had discussed the matter fully with the directors, they still thought that the position 
necessitated a rise in the overdraft rate it would be very difficult to see what further steps the Govern- 
ment could take, short of interfering with the independence of the directors. Obviously our only 
course would be to remove the present directors or refuse to reappoint them. If that course had been 
adopted, I think it would have caused grave uneasiness in the public mind as to how far political 
interference with the banks might go. . . Anything that suggested that a State bank or a semi-State 
bank—as we call the Bank of New Zealand—was being dictated to by the Government would, I am 
sure, create a very dangerous situation.”’ 


Referring to the suggestion that a State Bank should 
be established, Mr. Downie Stewart said :— 


“T have quite an open mind on that matter, and if the necessity arises for one in New Zealand, or 
if it can be shown that any advantage can be gé ained by the establishment of a State bank, I am quite 
prepared to discuss the question. But what puzzles me is that some Australian papers that I read 
maintain that New Zealand is much better served by its semi-State Bank than Australia is by its State 
Bank. I read an article in the ‘Bulletin’ some little time ago—and that paper is recognized_as an 
excellent financial critic—which maintained that the Bank of New Zealand was rendering far greater 
service to New Zealand than the State Bank in Australia was rendering there. But I do not profess to 
be a banking expert, and I would not have the slightest objection, if it were shown that the Bank of 
New Zealand was not doing justice to the requirements of New Zealand, to discussing the whole ques- 
tion as to whether we could with advantage establish a State institution. But, in any event, if a State 
Bank is set up it should be free from political pressure or control. In that event it seems to me that a 
State Bank would probably in this country have pursued the same policy as other banks, having 
regard to the economic situation. We are in a peculiar position in New Zealand in that if we wanted to 
inaugurate a State Bank, holding the enormous interest in the Bank of New Zealand that we do, 
probably the easiest way would be to buy out the private shareholders ; but I am advised that on the 
market value of the shares that would cost {10,000,000 or £11,000,000. % 
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INCE December 23 last the French exchange has 

again been stable, that is to say, it fluctuates 

narrowly around a constant figure which corre- 
sponds to the rate of 124 francs to the £ sterling. A 
twofold question arises. Will this de facto stability last ? 
Should it be converted shortly into a legal stability 
which would constitute a definite return to the gold 
standard ? 

Before replying to these two questions, it is convenient 
to set out precisely the nature of monetary stabilization 
in general, and more particularly of the operation 
which has led to the de facto stability prevailing in 
France today. 

Up to quite recently the majority of French people 
only conceived a return to a normal monetary regime 
under the form of the pre-war system, that is to say, as 
involving the complete suppression of the inconvertible 
note, and on the basis of the old parity (25 frs. 221 to the £). 
The idea of a return to the gold standard was linked up 
in the general opinion with that of total revalorization 
and a free internal circulation of gold coins; and it was 
regarded as the consummation of a lengthy process of 
deflation. It may be added that this conception seems 
to have been shared for a long time by some of the 
directors of the Bank of France, who, moreover, appar- 
ently encouraged the diffusion of this opinion among 
the general public and combated all opposing doctrines. 

It is also necessary to point out that the majority of 
people have only become interested in monetary pheno- 
mena since the Great War, that is to say, during a period 
of abnormality, and as a result they have become 
accustomed to regard as natural what was exceptional, 
particularly the instability of the exchange. Even people 
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who regarded themselves as competent authorities, 
demonstrated that the exchange was by its nature un- 
stable, forgetting that in normal times the fluctuations 
were confined within very narrow limits; those of the 
gold points. 

It took a long time, therefore, to induce people who 
were anxious for a return to a normal monetary system 
to dissociate notions hitherto confusedly linked together 
and to persuade them (1) that it was possible to assure 
the convertibility of a note in respect of the settlement 
of external obligations, i.e. to make the gold points again 
function, without necessarily returning to a gold circula- 
tion for internal transactions; (2) that it was possible 
and opportune to return to a stable exchange on the basis 
of a new parity, and, therefore, without being obliged to 
return to the old parity. 

The system of the gold exchange standard, i.e. of a 
convertibility of an internal currency into gold limited 
to the needs for external payments, although long tried 
in British India, the Philippines, and the Straits Settle- 
ments, was only known in France to a few specialists, 
and even some of those represented it as an exceptional 
and artificial system, instead of explaining that it was 
based on precisely the same fundamentals as the old gold 
standard, and that, derived from the same principles, 
it constituted a better application of them. 

With regard to the adoption of a new parity it was 
denounced as bankruptcy by those who kept before the 
public mind the hope of an indefinite “revalorization”’ 
of the franc. 

It should also be noted that the campaign for the 
revalorization of the franc, by postponing stabilization, 
was one of the chief causes of the actual depreciation of 
the franc. For if it seems impossible today to bring 
the franc below the rate of 124, although the rate of Ioo 
could have been easily attained two years earlier, the 
reason is that in the meantime prices have risen to such 
an extent that, at the rate of 100, purchasing power 
parity between the franc and the pound and dollar would 
not obtain. 

In any case, the opportunity for stabilization did not 
begin to be clearly perceived until it was evident that 
budgetary equilibrium did not of itself ensure the stability 
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of the exchange. The “experts” appointed by M. Raoul 
Péret, then Minister of Finance, strongly insisted on a 
speedy stabilization of the exchange as the necessary 
basis of any policy of financial reconstruction. Under 
the following Ministry, M. Caillaux, assisted by three 
specialists, M. Piétri, M. Duboin, and the writer of this 
article, undertook to realize this programme. But he 
was defeated, as is known, by a Parliamentary coalition 
which was, perhaps, only a reflection of the opposition 
prevailing outside Parliament. 

The second Herriot Ministry, which lasted two days, 
was the pretext for a formidable but brief speculation for 
the fall of the franc, followed immediately by a vast and 
continued speculation for a rise. 

M. Poincaré’s programme did not include the stabiliza- 
tion of the exchange, and, judging by certain objections 
which he made in Parliament as late as December 7 last 
in reply to a point of order raised by the writer, it seems 
that he did not clearly conceive the possibility open 
to him of easily realizing the stabilization of the franc. 

Nevertheless, a fortnight later the thing was done. 
The explanation of this event is, however, quite simple. 
As a matter of fact, in spite of the alarm to opinion and 
the harm to production caused by the instability of the 
exchange, there was no imperious demand for stabiliza- 
tion as long as instability was expressed by the deprecia- 
tion of the franc. For exchange depreciation, continually 
outstripping the rise in prices, i.e. internal depreciation, 
acted as a premium on exports. But when, on the con- 
trary, speculation was reversed and devoted to a rise in 
the franc, exporters were caught between a decline in the 
franc value of their sales abroad and costs of production, 
which they could not reduce proportionally. Thus when 
the rise in the franc began to carry it below the rate of 
125 francs to the £, certain industrialists, in danger of 
being crushed by this movement, induced the Bank of 
France to intervene on the exchange market, and this 
was the starting point of the actual stabilization. 

The latter appears, therefore, to have been the 
result not so much of an act of the express will of the 
Government as of the sudden change in speculation and 
of the pressure exerted on the bank by interested 
industrialists. 
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The intervention of the bank on the market took a 
very simple form. On December 23 the Government 
representative suddenly announced “At 124, I buy and 
sell.”’ That is to say, the bank showed itself ready to 
absorb at a certain rate all the excess of foreign currency 
on offer, and to supply the foreign currency which might 
be required at practically the same rate. 

But it was then in the most favourable situation to 
inaugurate such a policy; in effect, since there was a 
formidable speculation for the rise of the franc all that 
the bank had to do to ensure stability of the exchange 
was to buy foreign currency with notes ; this was stabiliza- 
tion against a rise by means of a masse de mancuvre 
in paper francs. Moreover, this mass attack which cost 
nothing could be carried to any extent, because a clause 
passed by the new Ministry (August 7, 1926), but prepared 
by M. Caillaux and his colleagues, authorized the Bank 
of France to issue notes at will for the purpose of buying 
gold and foreign exchange. 

If one wishes in future to specify the exact nature of 
the intervention of the Bank of France on the exchange 
market, which has given rise to what is called the “de facto 
stabilization,’ one can state that it is precisely of the 
same order as the intervention of the conversion depart- 
ments or the exchange bureaux of certain countries on 
the gold exchange standard. And if the analysis is pushed 
still farther, it is seen that the method which consists 
of buying the excess of foreign currency on offer in the 
market at a certain rate, or of supplying the excess of 
foreign currency required at a rate very close to the former, 
and constant, is based in reality on the same principles, 
and leads to the same results as that which consists of 
receiving or supplying gold at a fixed rate of conversion. 

In effect, to prevent a rise in the price of foreign drafts 
it is sufficient to furnish gold for external payments; 
in this case as soon as the rate of exchange tends to exceed 
the cost of sending gold abroad the furnishing of gold by 
the bank of issue, or by a conversion department, is 
sufficient to check the rise in the price of foreign drafts 
(efflux gold point). When, on the other hand, this price 
tends to fall it is only necessary that the sellers of foreign 
exchange, the creditors of foreign countries, should have 
power to bring about the import of gold to prevent the 
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price of exchange going below the rate corresponding to 
the cost of importing the gold (influx gold point). 

But if instead of gold being furnished, drafts payable 
in gold abroad are supplied at a rate corresponding to the 
efflux gold point, or if instead of gold being received all 
excess “foreign currency on offer is purchased, at a rate 
corresponding to the influx gold point, the rate of exchange 
is stabilized between exactly the same limits as if gold 
was allowed to move in or out. 

Thus the so-called de facto stabilization obtaining in 
France is not a spontaneous stabilization, the result of a 
natural equilibrium in the exchange market. It is the 
result of an intervention by the Bank of France on the 
exchange market which has re-established the gold point 
limits on the basis of a new parity (124 francs to the f), 
which corresponds nearly to the relation of one gold franc 
to five paper francs. 


* * * * * 


Can the result achieved be considered as lasting ? 
In reply to this question we shall examine in turn the 
different factors which must be taken into consideration. 

First of all, it seems that the maintenance of a stable 
exchange is linked up with a favourable balance of 
indebtedness. Now, judging by the statistics the external 
trade of France is in a satisfactory state of equilibrium. 
No doubt the rather drastic appreciation which has 
brought the pound down to 124 has caused many indus- 
trialists to lose the premium on exports. As a result, 
sales abroad have declined and the equilibrium between 
exports and imports has only been maintained because 
imports of raw materials have declined, following the 
slackening in industrial activity. But it is necessary to 
add that the purchases made directly in France by 
foreigners constitute, over and above the exports regis- 
tered in the statistics, an invisible export difficult to 
estimate, but of quite appreciable importance. 

In addition the French balance of indebtedness is 
for the moment very favourable, thanks to an enormous 
influx of capital. 

As far as one can judge the stabilization immediately 
stimulated the return of French capital which had re- 
mained abroad incorporated in foreign money through 
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fear of the depreciation of the franc. Further, a con- 
siderable mass of foreign capital has come to France, 
attracted, perhaps, for one reason, by the prospect of a 
further appreciation of the franc, but more probably 
by the prospect of a rise of stocks and shares payable 
in francs. This rise should, in fact, be the normal con- 
sequence of stabilization, since many French securities 
have been hitherto undervalued because of the uncertainty 
hovering around the value of the franc, and the anticipa- 
tions of speculators have been quite justified up to the 
present by the facts. 

Since the Bank of France had assumed the task of 
keeping the franc stable, by buying all the excess of foreign 
currency on offer, this influx of foreign capital manifested 
itself imme diately by an enormous increase of the foreign 
exchange portfolio of the Bank of France. This item 
which figures principally in the balance sheet under the 
title “divers assets,’’ has lately increased to nearly 16 
milliards of francs, in spite of the arrangement concluded 
with the Bank of E ngland and the purchases of gold. 

Thus the Bank of France actually has at its disposal, 
in order to play its normal part in the regulation of the 
French currency, the following resources 

Firstly, an available reserve of gold of more than 
4 milliards of gold francs, representing more than 20 
milliards of paper francs. 

Secondly, a stock of gold and foreign currency amount- 
ing to about 2 milliards of francs. 

Lastly, a portfolio of foreign currency under the 
“divers assets” item of about 16 milliards of francs. 

This makes a total in gold or foreign currency equiva- 
lent to gold of about 38 milliards, which furnishes cover 
to the extent of nearly 75 per cent. of the note-issue 
(about 524 milliards). 

No doubt it is necessary to take account of the fact 
that a notable part of these resources, viz. that comprising 
the item “divers assets,’ is destined to flow back abroad, 
at the time when the foreign capital which has come to 
speculate on the Paris market is withdrawn after realizing 
its profits. 

But there is nothing in this prospect which objectively 
is of the nature to cause any disquiet about the fate of the 
stabilization now achieved. For the reserves of the Bank 
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of France, prior to the acquisition of the portfolio of 
foreign exchange, were superior to those of the Bank 
of England, and manifestly more than sufficient to 
deal with the normal balance influctuations of the 
indebtedness. 

It is convenient, moreover, to point out that if in 
principle the working of a gold standard system is de- 
pendent upon the existence of a more or less equilibriated 
balance of indebtedness, it is easy in effect to ensure this 
equilibrium by stimulating an influx of foreign capital 
when commercial transactions give rise to a rather pro- 
longed deficit. A simple increase in the discount rate 
was sufficient for this purpose before the war. . When 
perfect stabilization has been universally attained and 
gold movements operate normally, the same thing will 
probably occur again. Actually in the transition period 
in which we now are it is necessary to follow more 
complicated methods to arrive at the same results. But 
judging by the objective elements in the situation it 
does not appear that stability of the exchange is more 
difficult to maintain in France than it is in England. 

Only the psychological elements in the situation call 
for some reservations. For French public opinion, still 
badly informed, could again be easily frightened by a 
decline in the stock of foreign currency or by a direct use 
of gold to maintain the stability of the exchange, and 
this state of mind, carefully fostered from one certain side, 
would assuredly be exploited, at least against certain 
Governments. 
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De facto stabilization having thus been achieved under 
conditions which permit us to regard it as lasting, one 
cannot fail to ask if it can be considered as the prelude 
to an approaching /egal stabilization, that is to say, to a 
definite monetary reform on the basis of the gold exchange 
standard. 

On this point, what are the intentions of the present 
French Government ? It is to be presumed that it is not 
its intention immediately to bring about a final recon- 
struction. The Minister of Finance, in spite of his guarded 
statements, seems to be impressed by the objections which 
still find large credit in French public opinion. 
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Doubtless many “experts” reveal themselves as 
favourable to a definite and legal stabilization ‘when 
conditions justify.’ But the majority of them implicitly 
admit that they do not yet justify. 

The objections raised are the inter-allied debts and the 
existence of a large floating debt. 

Neither of these arguments is very sound. As a 
matter of fact, if the settlements entailed by inter-allied 
debts were of a nature to compromise the stability of the 
exchange, they would be much more dangerous for an 
exchange not stabilized. A rigid stabilization on the 
contrary, by eliminating the speculative factor from the 
exchange market, would reveal the true state of the 
balance of indebtedness. When the rate of exchange 
touched the gold point this would show that France 
could not carry through a large external payment 
without encroaching on her gold reserve, and in the 
absence of any express stipulation relating to trans- 
fers, it would constitute a bona fide argument which 
could not fail to be taken into consideration by the 
allied creditors. 

With regard to the French floating debt it is now 
relieved of all bonds with a term less than one year, its 
maturities have been very opportunely reduced and 
regularized by the sinking fund, and it is notably less than 
the British floating debt. Moreover, it is precisely under 
a regime of stable exchanges that the floating debt is 
least formidable because it is comparatively easy in 
case of necessity to attract capital from outside. 

Finally, all the arguments set out above against legal 
stabilization are equally valid against simple de facto 
stabilization. 

Another argument against immediate legal stabiliza- 
tion is based on the claims of ventiers and other possessors 
of fixed incomes. The idea has been propagated that 
stabilization would be a “bankruptcy of the State’”— 
as if this “ bankruptcy” was not precisely the result of 
depreciation consequent upon the instability of the 
exchange. Nevertheless, this false sentimental argument 
is perhaps one of those which weigh most on the decision 
of those persons who would have to bear the responsibility 
of the adoption of a monetary system definitely based 


on a new parity of the franc. 
































236 THE BANKER 








Lastly, it may be objected that even if all the 
conditions for the realization of a definite monetary 
stabilization are fulfilled, the vate of stabilization is not yet 
fully established. An empirical halt was attained at the 
rate of 124 francs, at the moment when the exporting 
industries exacted the cessation in the rise of the franc. 
But does this rate correspond to the economic conditions 
of the country ? 

In truth this is the only question deserving considera- 
tion. Because, if the tariff scheme just submitted by the 
Government to the Chambers were to be adopted, the 
result would be a rise in the cost of living which would 
probably be incompatible with the present rate of stabiliza- 
tion, and would lead to the adoption of a more modest 
rate. But very fortunately Parliament appears little 
disposed to approve the scheme presented to it. 


* 








* *x * 





* 





Summarizing, it can be said that the stabilization of 
the French exchange is at the moment solidly achieved, 
and at a rate which it appears can be maintained if the 
economic policy of the French Government conforms to 
its monetary policy. With this sole reservation, no 
objective obstacle stands in the way of the transforma- 
tion of the de facto stabilization into a de jure stabiliza- 
tion, that is to say, into a monetary reconstruction 
based on the gold exchange standard. Moreover, legal 
stabilization would involve nothing more than making it 
obligatory for the Bank of France to do, on the basis of a 
fixed rate of conversion, what it is now doing in virtue of a 
tacit agreement with the Government. But i it is expedient 
to add that the psychological conditions for a permanent 
monetary reform in France do not seem to be fully realized. 
What is required for the immediate realization of this 
reform is the will of a Minister who would have the courage 
to be a little in advance of his times. 







Death of Mr. Allan White 


We regret to record the death of Mr. Allan Vardon 
White, senior partner in the eminent banking and 
discount house of White and Shaxson. 






















Jubilee of the Chase National 
Bank 


N 1877 America was wearily emerging from the 
| long “ecomemnic depression which followed the Civil 

War. During that year a number of New York 
banks were forced into liquidation, to the great discontent 
of their depositors, and to the uneasiness of the citizens 
of New York. Though these failures caused no wide- 
spread panic, it was an obviously inauspicious time to 
establish a new bank. The New York Press and some 
New York bankers did not fail to point this out to one 
Mr. John Thompson, an old gentleman of 75, who proposed 
to establish a new national bank at 177 Broadway, New 
York. The untoward veteran disreg varded the warnings 
and proceeded to form his bank with the aid of his son 
Samuel Thompson, Mr. Lewis Ransom, a drug importer, 
Mr. Francis Adams, a former Chicago banker, and Mr. 
Isaac White, a dry goods dealer. None of them had either 
the wealth or public position which might attract deposits 
to the new bank. Its capital was ‘modestly fixed at 
300,000 dollars, and it was named the Chase National 
Bank, after Mr. Secretary Chase, President Lincoln’s 
Secretary to the Treasury. The rent of the bank’s pre- 
mises was £30 per month, the cost of the original furniture 
and equipment reached the modest sum of £200, and the 
staff consisted of four clerks. 

Mr. John Thompson’s singular magnanimity and 
wisdom was demonstrated by the appointment of his son 
to the presidency of the new bank. Though he himself 
had every right to hold the chief office, he decided that 
it should be given to a younger man. He, therefore, 
became vice-president. By the strange irony of life, 
the father succeeded as president upon the death of his 
son in 1884. He sustained this heavy responsibility 
for more than two years, when he retired in favour of 
Mr. Henry Cannon. Mr. Thompson then returned to 
his old post of vice-president, which he held until his 
death in 1891. Under Mr. Cannon and his successor, 
Mr. Barton Hepburn, the Chase Bank became one of the 
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most powerful and prosperous banks in the world. In 
1911, Mr. A. H. Wiggin was elected president. A former 
vice-president of the National Park Bank of New York, 
he had been appointed vice-president of the Chase 
National Bank of New York in 1904. In January, 1918, 
he was elected chairman of the board of directors, ‘‘ with 
full power to bind the bank by his acts and signature 
with the same effect as if he were president.’”’ Under 
his leadership the Chase has become the second largest 
bank in America, and its influence has extended to the 
four corners of the world. In iIg21 it absorbed the 
Metropolitan Bank of New York, and five years later 
acquired the famous Mechanics Metal Bank of New York, 
whose president, Mr. John McHugh, is now president 
of the Chase National Bank. 

The achievements of the Chase National Bank give 
strength to the whole business of banking. That such 
a bank should be established in the short period of fifty 
years is an extraordinary example of the creative power 
of men of character and energy. Its founders and 
fashioners were all men who began life in humble 
circumstances. They were confronted by the powerful 
competition of long-established and excellently-managed 
banks. No difficulties could hinder them, whatsoever 
was for them, it made the bank to advance ; whatsoever 
was against them, they turned it to advantage. Prosperity 
or hard times, it was all one as to the event of things. 
For they were men of great ambition, dauntless deter- 
mination, and inviolable probity. These qualities will 
overcome all difficulties, and they are the secret of the 
triumph of the Chase National Bank. 


The Bank of Italy 


Mr. L. V. Belden, vice-president of the Bank of Italy, 
San Francisco, will shortly arrive in London to supervise 
the establishment of a London office of the bank. 
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The District Bank 


The London Office and Some Branches 
By Professor C. H. Reilly 


r NHE District Bank has lately been putting up some 
particularly good buildings both in London and in 
the North of England, and the simple reason seems 

to be that the directors have found a particularly good 

architect. That architect’s name is Mr. Francis Jones, 
of Manchester. Architects have known him and his work 
for a long time, and have given him place and position 
in their councils. But to London he was, I think, a new- 
comer till the District Bank, which had found his work 
excellent in the North, gave him the opportunity for 
their London office, with a fine site in Cornhill, provided. 

That he has risen to the occasion and has produced one 

of the best buildings in that street of banks and important 

commercial undertakings, the illustration showing his 
bank with its neighbours makes very clear. Looking at 
it and its surroundings the layman can see at once the 
advantage a plain, straightforward piece of building 
with one or two dominant features has over more com- 
plicated facades. There seems to be a North Country 
plainness and strength about Mr. Jones’s front which 
makes its South Country neighbours seem a little foppish 
and overdressed. Yet there is nothing crude about his 
building. It does not look like a countryman come to 
town and wearing country clothes. Indeed, it has just 
the reverse effect. It is a much better tailored building 
than either of its immediate neighbours, simpler in its 
detail, cleaner in its lines, and with a consistency of scale 
which is conspicuously missing from its neighbour on 
the left. Let us consider the facade in detail. 

The outstanding quality of this front is its unity. It is 

a complete whole which cannot be altered or added to. 

The neighbouring buildings might have shop fronts 

introduced at the ground-floor level or additional storeys 

added at the top, and no great harm would be done to 
them. Nothing of the sort could be done to the District 
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Bank building without destroying it completely. That 
in itself is a considerable test of quality, as we Saw last 
month over the new Barclays Bank at Wolseley House, 
Piccadilly. The main idea of the composition is very 
simple, as good things generally are. A strong base to the 
building consisting of three deep arches, suggesting 
strength, and thick walls crowned with a rich balcony, a 
plain main surface containing the three storeys of the 
superstructure, and then a strong and rich frieze and 
cornice recalling the richness of the base. If one looks 
into the detail one sees that though sparsely used, what 
there is of it is of extreme elegance. The lines of the 
rustications and of the moulded caps to the ground-floor 
piers are sharp and clean. The four Italian shields and 
the three bracket keystones are drawn with consistent 
refinement. The balcony over the arches and uniting 
them is heavier, but its mass is to be read with the 
solidity of the arches. Its mouldings, however, are clean 
and expressive, and the way the words “District Bank 
Limited” has been introduced in simple stone letters 
instead of in the usual bronze ones is restrained, yet 
effective. The most pleasing feature of the next three 
storeys forming the main mass of the building is the fine 
surface of plain ashlar work. As I have remarked before, 
Portland stone, when left quite plain has a delightful 
way of melting one stone into another and producing 
thereby a beautiful, slightly mottled and pearly surface, 
which is in itself a delight. Mr. Francis Jones has taken 

advantage of this to the full and has provided the greatest 
possible area of plain stonework consistent with the 
proper lighting of his building with a sufficient number 
of windows. To do this, as well, no doubt, to strike the 
good modern note of simplicity and directness, he has 
not given to his windows moulded surrounds in the 
ordinary way, but has left them as plain holes in the 
walls, except for a slight sinking to those to the first floor, 
which attached as they are to the rich balcony, might 
have seemed incongruously plain without it. But most of 
all Mr. Jones has so disposed his windows that he has 
a fine space of this Portland stone surface on either side 
of his front, so that his building looks compact and self- 
contained. The setback behind the adjacent building 
on the right, which must have been a brave thing for 
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DISTRICT BANK LIMITED, SOUTHPORT 


the directors to have sanctioned on so valuable a site 
is amply justified by further isolating the front from its 
less serious neighbours. 

Coming to the topmost feature, that of the rich. 
frieze and cornice which makes the third division of the 
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facade, one sees at once how, by fluting the frieze ver- 
tically and adding an iron balcony above the cornice, the 
whole of this section of the front has been made to tell 
to an unusual extent, and by doing so to make a finer 
finish to the building than usual. 

One regrets a little that the plain stone surface has 
not been carried across the top of the third-floor windows 
before one comes to this rich feature, just as one regrets a 
little that the windows themselves were not more elegantly 
divided. Their flat bars with a central one suggest the 
factory rather than the office. These, however, are very 
minor points. The whole fagade is one of the best recently 
erected in London, and deserves the Royal Institute 
medal for street facades as much as any to which it has 
recently been awarded. 

When we come to the interior we are faced with the 
idea of a fine banking hall flanked with fluted columns on 
either side and emphasized with a magnificently coffered 
ceiling, completely spoiled by the unsymmetrical intru- 
sion of the counter and its top hamper. This is probably 
not the architect’s fault. The directors very likely in- 
sisted on the public being pushed to one side in the way 
they do in most of our banks. It would not have mattered 
so much in this case if the banking hall had been twice 
as high. The fine strong ceiling would not have been so 
near one’s head demanding a symmetrical treatment of 
what was under it. One can only imagine that we are so 
accustomed with our irregular sites to higgledy-piggledy 
arrangements in the interiors of our banks that when we 
do get a fine rectangular straightforward site we are not 
quick to jump to its possibilities. One cannot imagine 
an American bank, once the architect has provided 
it with a fine symmetrical hall, allowing the counters 
to be arranged in such a way that half the 
impressiveness of the hall at once vanishes. American 
bankers with their keen eye to the effect of the interiors 
of their banks on their clients would realize such a thing 
was a serious waste of money. 

The same architect has built the large branch bank 
at Southport, the front of which is illustrated. It is an 
imposing structure, as seen in Lord Street, the main 
street of the town, consisting of a great Greek portico- 
in-antis, with a deep porch behind the columns and a fine 
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banking hall behind that. I remember, however, on 
visiting this bank some time ago that once again after 
entering centrally through this magnificent portico one was 
pushed off to the side by the counter and that the whole of a 
very expensive interior was thereby spoilt. It is no good 
accepting the American idea of a big banking hall and 
then playing with it. It has obviously been accepted 
here by the expression given to the exterior. This is a 
big entrance to something big and stately. The big and 
stately hall is there all right when one gets inside, but 
one is not allowed to walk down the centre of it. As for 
the outside, it is a very well-drawn and well-detailed 
piece of work. In itself it exhibits admirably the monu- 
mental quality of classical architecture as well as its 
proper refinement. Indeed, in a fine street, but lined 
with poor buildings, this bank stands out as not only 
one of the most prominent objects in the vista, but as the 
only modern building of quality. Nevertheless, it looks 
a little wrong, and its scale, as can be seen in the illustra- 
tion, is totally different to that of the surrounding build- 
ings. It is a giant sitting down among pygmies—a very 
elegant giant, no doubt, among rather ill-clad and ill- 
grown pygmies. It reminds one of the description of 
Main Street in Sinclair Lewis’s novel of that name in 
which there is one marble Ionic temple for the bank and 
the rest of the street a number of wooden shacks. 

A little branch at Longsight, Manchester, is an inter- 
esting contrast. Here, in what looks like a suburb of 
subsidy houses with their flimsy walls and roofs, the 
District Bank has built a solid little cottage for itself. It 
is very well done. If it is by Mr. Francis Jones, too, it 
shows he is master of the whole scale and can build a 
cottage as well as a temple, and can give to each its proper 
character. This little bank is obviously a much better 
piece of domestic architecture than the domestic buildings 
round about it. It is solid and strong without being in 
any way pretentious. Although only one storey high the 
symmetrical arrangement of the roof and chimneys gives 
dignity. I commend this little branch and its architect 
to the directors of any bank opening branches in villages 
and smaller suburbs—a thing most of the big banks are 
doing and not without causing some trepidation to the 
older and more cultured inhabitants. 
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The New Building of the 
Chase National Bank 


HE Chase National Bank will occupy the base 
of the new and rather uncomfortable looking 
skyscraper shown in the illustration. The outline 

is in the main, no doubt, dictated by the Zoning Law, 
which requires, after a certain vertical height determined 
by the width of the street and the neighbourhood, that 
all buildings (except a tower, which may occupy a quarter 
of the site) should set back within an angle of one in five. 
On most sites so far, New York architects have managed 
to get the tower in the centre, so that the various blocks 
of buildings determined by the Zoning Law group them- 
selves about the tower more or less symmetrically, and 
appear to support it. Here the tower is at the rear, 
probably owing to some conformation of the site, with 
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the consequence that the set-back portions, to get the 
maximum accommodation, have to be piled up one on 
the other like the tiers of a bride cake. It is an unfor- 
tunate effect, for they have the appearance that they 
might with some ease concertina one with another, a 
building not having the solid interior of a cake. 

The architects, however—the well-known firm of 
Messrs. Graham, Anderson, Probst and White—have 
given to the bank portion proper the dignified, solid 
appearance we are accustomed to in American banks. 
What English bank has so imposing and dignified an 
entrance as this one, with its great scale, its rich archi- 
tecture contrasted with a magnificent plain wall surface, 
this surface itself,crowned with a rich frieze and cornice ? 
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This great entrance and the great windows on the flank 
suggest an equally magnificent banking hall within, 
details of which will be published later when the building 
is finished. It is a fine thing, architecturally and other- 
wise, for those great buildings to have a bank on the 
ground floor. The bank can set a scale and strength to 
their portion of the building which makes of it a fine base 
to the whole structure. We are accustomed to fine banks 
in America, but none promises to be finer than this, with 
its stately portal, its fine height, its regular shape, and the 
directness and simplicity of its lines. Indeed, the new 
Chase National Bank looks more serious and important 
than the State Treasury building—the little Greek 
Temple—at its base. No doubt that is the intention, 
and the result will be a just reward for a State which 
makes a temple of its Treasury. 


Sir Vincent Meredith 


T is now sixty years since Sir Vincent Meredith 
entered the service of the Bank of Montreal, and it is 
only barely true to say that much of its present 

power and prosperity is due to his zeal and capacity. 
To form a just idea of his achievements it is necessary 
to take a view of the resources of the Bank of Montreal 
sixty years ago. It was then a comparatively small 
bank, with no great influence upon the industrial and 
financial affairsof Canada. Doubtlessly the main cause of 
its growth is the extraordinary growth of Canada. Many 
tell us that no one man, however zealous and competent, 
can multiply the resources and influence of a bank or of 
any other business. They tell us truth. Such mighty 
work can only be done by a great company of men of 
divers parts. Many of them must remain in important 
but inconspicuous employments receiving little reward 
for their labours, the chief credit being given to those at 
the head of affairs. But this does not diminish the work 
of a man such as Sir Vincent Meredith. All the eminent 
offices he acquired and holds in the Bank of Montreal 
were won by no other means than he derived from his 
native abilities, integrity, and constancy. He had little 
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academic education, but he formed his mind and character 
in the hard school of a long and complex experience. 
He has not only grown with Canada, and the Bank of 
Montreal, but has helped to strengthen and fashion both. 
There is nothing of more consequence to a nation, a 
bank, or any other institution than the character of its 
rulers and leaders. This is especially true of a new 
country, such as Canada. If any man were asked to 
account for the influence of Sir Vincent Meredith upon 
Canadian affairs, he would unhesitatingly ascribe it to 
rare force of character. There are bankers of greater 
parts, of subtler intellectual qualities, and of superior 
capacity in acquiring wealth. Yet when one considers 
the work of Sir Vincent Meredith it is impossible to refuse 
him the praise of being the most eminent of living 
Canadian bankers. 


International Banking Affairs 


Unirep STATES 

HE American banking amalgamation movement 

continues to flourish. It was recently announced 

that the First National Bank of Los Angeles will 
absorb the Pacific Trust and South-West Savings Bank. 
The combined resources of the new bank will amount 
to over 300,000,000 dollars, and it will have a system of a 
hundred branches situated in forty cities of California. 
A meeting of shareholders will shortly be called to approve 
the amalgamation, and it will alsobe necessary to obtain the 
sanction of the Federal Reserve Authorities. It is probable 
that the negotiations now in progress between the Muni- 
cipal Bank of Brooklyn and the Capital and National 
Bank of New York will lead to an amalgamation. The 
combined deposits of the two banks amount to about 
60,000,000 dollars. We are informed that amal- 
gamation discussions are taking place between the Bank 
of South Norfolk, Virginia, and the Merchants and 
Planters Bank of Norfolk. 

A number of American banks are increasing their 
capital. The shareholders of the Seaboard National 
Bank recently approved an increase of the bank’s capital 
from 6,000,000 to 8,000,000 dollars. Holders have the 
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right to subscribe at par in the ratio of one share for 
every three shares held. The Bancitaly Corporation 
intend to sell in the market the balance of 100,000 shares 
of 1,000,000 shares authorized when the price of the 
shares has reached 125 dollars. In May 1927 the capital 
of the Corporation was 115,000,000 dollars. It is now 
215,000,000 dollars, and will be about 230,000,000 dollars 
when the share issue is completed. It is, therefore, the 
world’s largest investment trust. Together with another 
member of the eminent Giannini group, the Bank of 
Italy Savings Trust Company, it will shortly establish 
offices in New York, Chicago, and London. 

We regret to announce the death of Mr. Ralph Van 
Vechten, president of the National Bank of Chicago. 

GERMANY 

German borrowing abroad continues unabated. To- 
wards the end of ‘July, several issues were placed in 
London, while in August there was a revival of interest 
in German loans in New York. In addition to the State 
Governments and municipalities, the leading mortgage 
banks and industrial combines have also reappeared in 
the external market. At the same time, large amounts 
of short-term State and municipal Treasury Bills were 
placed abroad. 

Among the bank reports for 1926 published recently, 
that of the J. F. Schroeder-Bank Kommanditgesellschaft 
auf Aktien, Bremen, deserves particular attention. It 
shows an increase of the net profit from 2,000,140 reichs- 
marks to 7,678,762 reichsmarks. In spite of this spectacu- 
lar increase, the dividend has only been raised from 8 per 
cent. to g per cent., while 5,000,000 reichsmarks have been 
added to the reserve, against 375,000 reichsmarks last 
year. 
The bi-monthly combined balance sheet of the six 
big Berlin banks (Deutsche Bank, Darmstaedter und 
Nationalbank, Dresdner Bank, Discontogesellschaft, Com- 
merz-und Privatbank, and Mitteldeutsche Kreditbank) 
for June 30, 1927, shows considerable changes, as a 
result of the measures taken in consequence of the ‘‘ Black 
Friday”” on the Berlin Bourse on May 13. Bills dis- 
counted amount to 1,372,000,000 reichsmarks, advances 
on commodities, 554,000,000 reichsmarks; deposits, 
3,034,000,000 reichsmarks; acceptances, 303,000,000 
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reichsmarks. The percentage of liquid assets to liabilities 
was 50. The most important change is registered in the 
amount of Bourse loans, which declined from 857,000,000 
reichsmarks to 587,000,000 reichsmarks, as a result of 
pressure on the part of the Reichsbank to reduce Bourse 
loans, so as to compel speculators to liquidate their bull 
accounts. The result of this policy was that the rate on 
short loans rose to Io per cent. at one time. 


ITALY 


The leading banks have published their half-yearly 
balance sheet, which shows, generally speaking, a decline 
of net profits as compared with the corresponding period 
of 1926. In the case of the Banca Commerciale Italiana, 
the net profits for the first half of 1927 amounted to 
53,843,148 lire, as against 107,447,532 lire for the whole 
of 1926. The decline is negligible, in spite of the apprecia- 
tion of the lira, which has taken place in the meantime. 
The net profits of the Credito Italiano for the first six 
months of the current year amounted to 26,361,724 lire, 
as compared with 58,174,330 lire for the whole of 1926. — 

The Banca Commerciale Italiana has introduced an 
ingenious scheme with the object of popularizing the use 
of cheques. In Italy cheques are regarded with suspicion 
in the retail trade, and cannot, therefore, be used by 
householders. To overcome this difficulty, the Banca 
Commerciale is issuing special cheques guaranteed by the 
bank up to a maximum amount printed on the forms. 
The maximum amount up to which these cheques can be 
issued has to be deposited with the bank, and it can only 
be withdrawn by the special cheque forms. Tradespeople 
can accept these cheques without running any risk, and 
this is likely to induce householders to open accounts. 

A small bank failure was reported during the past 
month. The Banco Martuzzi, Bari, has suspended .pay- 
ments. Its liabilities amount to about 30,000,000 lire. 
On the other hand, the Banca Biellese, Biella, which is 
in liquidation, has made an agreement with the Banca 
Agricola Biellese, in virtue of which the latter will take 
over its liabilities, amounting to 47,700,000 lire. The 
creditors will thus be paid in full. 

An important personal change has occurred in the 
Italian haute finance. Prince Boncompagni has resigned 
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his chairmanship of the Banco di Roma, on the occasion 
of his appointment as Under-Secretary of State of Finance. 
Prince Filippo Doria Pamphili Landi has been appointed 
in his place. 

The Italian exchange continued to remain stable 
round about the level at which the Government is 
determined to keep it, pending the final stabilization. 
As a result of improved conditions, the Finance Ministry 
felt justified in mitigating the exchange control. Banks 
are now entitled to sell foreign currencies to importers 
previous to the actual import of the goods. The gold 
reserve of the Bank of Italy continues to increase. Be- 
tween August 1926 and June 1927 it advanced from 
1,947 million lire to 2,866 million lire. The ratio between 
gold reserve and note circulation is now 16°22 per cent. 

We regret to announce the death of Signor Pietro 
Fenoglio, vice-chairman of the BancaCommerciale Italiana. 


ine | 
< 





SWEDEN 


The Banking Committee, appointed in 1924 to 
prepare proposals for the revision of the banking laws, 
has now presented its report. It recommends that the 
restricted rights now held by the banks to acquire shares 
in industrial enterprises should be completely withdrawn, 
and suggests that a limitation be imposed upon the 
amount the bank is entitled to lend to individual bor- 
rowers. In future bank directors and managers are to 
be discouraged from joining the’ boards of industrial 
and other companies. The Committee have inquired 
into the relation between banks and industrial enterprises, 
and is of opinion that most of them are not subject to 
the control of the banks. 


Norway 


The banking situation has not improved during the 
past month. While no additional banks have been placed 
under public administration the A/S Kjobmandsbanken, 
Oslo, has decided to reduce its share capital from 3,100,000 
kroner to 2,100,000 kroner. The board of directors of 
the Tonsbergs Handels-og Privatbank has found it 
advisable to abandon the attempt to reconstruct the 
bank, and recommends liquidation. Depositors and 
creditors are expected to be paid in full, and 50 per cent. 
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of the accumulated interest on their claims will also be 
paid. The Helgelands Privatbank (under public adminis- 
tration) entered into liquidation on July 15. Amongst 
banks under public administration which have recently 
published their accounts, the Aalesunds Handelsbank is 
expected to pay a dividend of 25 per cent. to its creditors, 
while the dividend of the Frederiksstad Privatbank is 
expected to be 18 per cent., of which 5 per cent. has 


already been paid. 





BELGIUM 


The net profits of the National Bank of Belgium 
for the first half of 1927 amounted to 150,458,297 f. 
Of this sum the Government’s share is 89,380,486 f. 
The interim dividend has been fixed at 70 f., as against 
100 f. for the second half of 1926, the reduction being 
due to the recent increase of the bank’s share capital. 
The only increase of capital which occurred during the 
past month was that of the Crédit Foncier Belge-Africain, 
from 25,000,000 f. to 40,000,000 f. The Banque Belgo- 
Argentine announces in its report that it will take over 
the premises and the organization of the Crédit Général 
Hypothécaire et Mobilier. Its Argentine mortgage de- 
partment has been ceded to an American group. The 
bank will distribute a dividend of 12 per cent. for 1926. 
The Société de l’Equateur pour le Commerce 1’Industrie 
et l’Agriculture has been established in Brussels, with 
a capital of 30,000,000 f. by a group including the Banque 
de Bruxelles, the Solvay interests, the Banque de Paris 
et des Pays Bas, and the London and South American 
Investment Trust, Ltd. The company will operate in 
the Belgian Congo. 

SWITZERLAND 


In the course of the last few years many Swiss banks 
have greatly increased their capital. This was partly 
due to a natural expansion of deposits and partly to 
the abnormal situation created by the influx of foreign 
funds to Switzerland during and after the war. The 
series of capital increases continued during the past 
month. The shareholders’ meeting of the Eidgenoessische 
Bank, Zurich, has decided to increase the capital from 
50,000,000 f. to 70,000,000 f., through the issue of 40,000 
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shares of 500 f. nominal, at a price of 600 f. The premium 
will be added to the reserve, which will thus reach 
20,000,000 f. The new shares will be offered to the 
holders of existing shares. Another capital increase 
is that of the Banque de Dépdts et de Crédit, Geneva, 
from 10,000,000 f. to 15,000,000 f. The Finanz- A.G., 
Basle, will increase its capital from 2,500,000 f. to 
5,000,000 f. Following the recent example of the Swiss 
Bank Corporation, the Union Financiére de Genéve will 
issue 10,000,000 f. 5 per cent. debentures at 99 per cent., 
redeemable in ten years. 

The issue of foreign loans in Switzerland is becoming 
increasingly difficult on account of the intense propaganda 
directed against the export of capital. In many cases 
the banks prefer to place the loans privately rather than 
to offer them for public subscription. 





SPAIN 

The interim dividend of the Bank of Spain has been 
fixed at II per cent., as against 12 per cent. last year. 
The reduction is probably the result of the depression 
created by the improvement of the peseta since the 
middle of 1926. The report of the Banco de Bilbao for 
1926, which has just been published, shows net profits 
of 17,156,761 pesetas, as compared with 16,762,667 
pesetas for 1925. The profits and dividends of the 
Spanish banks which have published their reports recently 
are compared with their previous year’s figures by the 
following table : 


Net Profits. Dividends. 
1926 1925 1926 1925 
Pesetas. Per cents. 
Banco de Bilbao .. a 17,156,761 16,762,667 20 20 
3anco Herrero x 2,721,680 2,753,903 10 10 
Banco Mercantil de Santander 2,621,672 2,758,598 8 8 
Banco de Oviedo .. - 2,103,707 2,204,594 6} 63 
Banco Sainz » - 987,999 1,125,512 5 5 
Banco Asturiano de Industria 636,589 692,825 8 8 
Banco de Vitoria .. oe 313,015 299,845 6 6 


Thus, five out of the seven banks showed a decline 
of their net profits, but the decline was in neither case 
sufficiently pronounced to necessitate a reduction of the 
dividend. The improvement of the peseta explains the 
falling off of profits. 
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AUSTRIA 


The Vienna banks have decided to re-establish the 
pre-war practice of publishing half-yearly balance sheets. 
The balance sheets for June 30 will appear in the monthly 
bulletin of the Austrian National Bank. The decision 
is commended by the Austrian Press, as it will tend to 
inspire public confidence. The financial after-effects 
of the Vienna troubles are gradually disappearing and 
Austrian banks are receiving numerous offers of credit 
from abroad. The liquidation of the Neurath liabilities 
is also making satisfactory headway. The Soviet bills 
held by that firm fell due in July and August, and were 
paid by maturity. It is rumoured that an Austro-Swiss 
bank will be established in Switzerland to finance the 
electrification of the Austrian State Railways. 


HUNGARY 


Like the Austrian banks, Hungarian banks intend 
to publish half-yearly balance sheets. Most banks have 
already drawn up balance sheets for June 30, 1927, 
which show a satisfactory progress for the first half of 
this year. For example, the net profits of the British 
Hungarian Bank for the first half of 1927 amounted to 
916,946 pengo, against 835,422 pengo for the whole of 
1926. During the first half of 1927 its discounts in- 
creased from 20,952,803 pengo to 26,493,256 pengo, 
while deposits advanced from 37,815,931 pengo to 
44,351,012 pengo. The accumulation of savings is making 
good progress. During June, savings deposits in thirteen 
leading Budapest banks and in the Post Office Savings 
Bank have increased by 7,100,000 pengo to 308,500,000 
pengo, while current balances advanced by 13,000,000 
pengo to 589,000,000 pengo. Another interesting 
development was the Italian Government’s decision to 
permit Hungarian banks to re-establish their Fiume 
branches which had to be closed after the war. 

Several leading Hungarian banks intend to increase 
their capital in the near future. The Hungarian General 
Savings Bank will increase its capital from 8,000,000 
pengo to 12,000,000 pengo. Half of the new shares 
will be offered to the old shareholders, while the other 
half will be taken over by Messrs. Lazard Brothers & 
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Co., Ltd., who have undertaken to create a market in 
London for the bank’s mortgage bonds. 

Herr Max von Rapp, who was the manager of the 
London branch of the Deutsche Bank before the war, 
and afterwards became Secretary-General of the late 
Austro-Hungarian Bank, has been elected a member of 
the board of directors of the Hungarian General Savings 
Bank. The United Savings Bank of Budapest announces 
that it will increase its capital from 1,293,150 pengo to 
5,586,300 pengo, by the issue of 143,105 shares of 30 
pengo. 43,105 shares will be offered to the old share- 
holders, while 100,000 shares will be taken over by an 
American financial group. The Hungarian Commercial 
Bank of Pesth will probably follow this example. Part 
of the new shares are likely to be placed in London. 


CZECHOSLOVAKIA 


The fusion of four Moravian banks, the Maehrische 
Agrarund Industriebank, ‘the Bruenner Bank, the 
Maehrisch-Slovakische Bank, and the Suedmaehrische 
Bank, has now been completed. The capital of the four 
banks was 120,000,000 crowns, 25,000,000 crowns, 
20,000,000 crowns, and 8,000,000 crowns respectively. 
The new bank will be called the Maehrische Bank, and 
its share capital will amount to 120,000,000 crowns. 

The net profits of the Moravian Agricultural and 
Industrial Bank for 1926 amounted to 5,300,000 crowns. 
The dividend will be passed, and the profit will be added 
to the reserve, which will thus be increased to 87,000,000 
crowns. The Pilsner Bank earned a net profit of 5,530,000 
crowns for 1926. A dividend of 8 per cent. will be 
distributed. 

In its annual report, the Zivnostenska Banka states 
that, owing to the decline in the credit requirements of 
the Czechoslovak industry and trade, banking business 
was lower in 1926 than in the previous year. Issuing 
business also declined. 


RouMANIA 
An international financial group, headed by Messrs. 
J. Henry Schroeder & Co. and the Oesterreichische 
Bodencreditanstalt, has granted a long-term credit of 
$2,000,000 to the Resita Works. This credit is an advance 
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on a loan of $4,000,000 to $5,000,000 to be issued at 
a later date, presumably after the issue of the Roumanian 
Government’s external loan. The Finance Minister, M. 
Vintila Bratiano, and the Foreign Minister, M. Titulesco, 
will come to London to continue the loan negotiations. 
It is reported that a new bank with a capital of 
500,000,000 lei will be established in Brashov by local 
Saxon financial and industrial interests, and with the 
participation of Austrian and German banks. 





JUGOSLAVIA 


The funding of Jugoslavia’s war debt to this country 
has opened the way to Jugoslav borrowing in this market. 
It is believed that during the autumn several Jugoslav 
external loans will be floated with the participation of 
London. Among others, the administration of the 
tobacco monopoly is expected to issue a loan, which is 
at present being negotiated with British and American 
financial houses. The City of Belgrade and other 
municipalities are also likely to appear abroad as bor- 
rowers. The Government intends to issue a decree 
authorizing the issue of industrial debentures abroad. 

At the same time, it seems probable that several 
domestic loans will be issued, so as to absorb the idle 
funds. As a result of the recent dollar loans, money is 
plentiful, while trade is depressed. As a result, the 
rates of interest show a declining tendency; while a 
few months ago they varied between 12 and 24 per cent., 
at present they vary between g and 18 per cent. The 
bank rate is unchanged at 6 per cent., but the National 
Bank extends its rediscounting facilities to strong banks 
only. Some small bank failures have just occurred. 
The most important being that of the Produktenbank 
A.G., Belgrade, whose liabilities amount to 15,000,000 
dinar. In order to protect the interests of depositors, 
the Government is preparing a bank reform bill, which 
will provide for the supervision of banks on lines analogous 
to those adopted in Czechoslovakia. 


BULGARIA 


The mortgage bank which is to take over the mortgage 
department of the National Bank of Bulgaria is expected 
to be established in the autumn. Its capital will amount 
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to 10,000,000 Swiss francs, of which the Government will 
subscribe 2,000,000 f., and Bulgarian insurance and 
banking interests another 2,000,000 f. The remaining 
6,000,000 f. will be provided by a banking group, com- 
posed of the Messrs. Blair & Co., Lazard Fréres, Paris, and 
a leading Swiss bank. The same group will also issue a 
mortgage loan of 10,000,000 Swiss francs. 

The deposits held in Bulgarian banks show a steady 
increase. The report of the Banque Agricole Bulgare for 
1926 shows an increase by 325,197,000 leva to 
2,157,119,000 leva. At the same time, loans advanced 
from 1,936,584,000 leva to 2,211,958,000 leva. 


GREECE 

The long-deferred reforms in Greek banking organiza- 
tion are now within sight. The new bank of issue will 
soon be established with a capital of 500,000,000 drachmeze 
and the National Bank of Greece will become a com- 
mercial bank. According to the original scheme, the 
National Bank of Greece was to restrict its activities to 
those of a bankers’ bank, so as to comply with the pre- 
liminary conditions of the League of Nations loan of 
£9,000,000. It was considered undesirable, however, 
to abandon the goodwill represented by the well-esta- 
blished business connections of the National Bank, and the 
alternative solution of establishing a new central bank was 
chosen. Another bank will probably be founded under the 
name Banque Agricole. While the object of the recently- 
established Credit Foncier is to grant mortgage loans to 
landowners, that of the new bank will be in the first place 
to support the establishment of refugees. The bank will 
be controlled jointly by the Government, the National 
Bank of Greece, and the Refugee Settlement Commission. 

An American-Swiss group, owning substantial interests 
in the Greek tobacco industry, has submitted to the Greek 
Government a proposal to establish a bank, with branches 
in the tobacco-growing districts, which would specialize 
in loans to tobacco-growers. 


PoLAND 
An important development in Polish banking is the 
increase of the capital of the Bank Handlowy from 
10,000,000 zloty to 20,000,000 zloty. Of the new shares, 
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the Harriman group will take over 2,600,000 zloty, the 
Niederoesterreichische Escompte-Gesellschaft 1,400,000 
zloty, the Banca Commerciale Italiana and the Banque 
de Bruxelles, 1,000,000 zloty each, while the remaining 
4,000,000 zloty is being placed in Poland. The amount 
of old shares held by foreign interests is about 1,800,000 
zloty. After the completion of the transaction, the 
foreign interest in the share capital of the Bank Handlowy 
will be about 39 per cent. The issue price of the new 
shares is 1034 per cent. Owners of old shares can acquire 
two new shares for every five they now hold. 

The reorganization of Polish banking is still in pro- 
gress. The shareholders’ meeting of the Polski Bank 
Handlowy of Poznan—which should not be confused 
with the Bank Handlowy of Warsaw—has decided to 
reduce its share capital from 5,000,000 zloty to 1,515,000 
zloty. Several small banks are immediately complving 
with the provisions of the new banking law by which the 
minimum capital has been fixed at 1,000,000 zloty. The 
Bank Ziemian, Leopol, is increasing its capital from 
500,000 zloty to 1,000,000 zloty, and is absorbing the 
Banque Agricole of Leopol. 

The annual report of the association of Polish banks 
states that a great number of weak banks have been 
liquidated. At the end of 1926, the number of bank 
branches—including the Bank of Poland with 52 branches 
and the Bank Gospodarstwa Krajowego with 20 branches 
—was 296, as compared with 386 at the beginning of the 
same year. The deposits held by the 32 member banks 
of the association increased during 1926 from 219,000,000 
to 308,000,000 zloty. While until recently the Bank of 
Poland and the Government-controlled banks were 
practically the sole dispensers of credit, at present the 
joint stock banks contribute a considerable proportion 
of the funds required by industry and trade. The total 
volume of deposits is about one-third of the deposits 
held by the banks operating on the territory which is 
now included in Poland. Up to the present, 38 Polish 
banks have published their balance sheets for 1926. 
Thirty-two banks, representing a _ total capital of 
51,090,441 zloty, showed a total net profit of 6,948,772 
zloty, while six banks, with a total capital of 14,511,438 
zloty, showed a net loss of 3,317,936 zloty. 
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The terms of the advance of nici obtained 
by the Polish Government have now been published. 
The rate of interest is fixed at 6 per cent. per annum, 
and the commission of the international banking group 
is { per cent. per six months. The credit is repayable 
up to December 31, 1927, but may be prolonged until 


July 1, 1928. 


FINLAND 

During the month of June, deposits in Finnish joint 
stock banks increased by 158,800,000 marks despite 
the fact that 38,800,000 marks have been paid in for 
new bank shares lately issued. Credits have increased 
by 120,700,000 marks. The total amount of rediscounts 
with the Bank of Finland was about 100,000,000 marks 
less than a year ago, which indicates a favourable change 
in the monetary situation. The net indebtedness of the 
joint stock banks towards foreign countries declined in 
June by 24,400,000 marks to 144,200,000 marks, against 
256,000,000 marks a year ago 


I'sTONIA 

During the first quarter of 1927, deposits in Estonian 
banks slightly declined from 2,577,300,000 marks to 
2,564,800,000 marks, on account of the interest paid on 
them. Foreign bills held by the banks increased from 
518,500,000 marks to 728,600,000 marks. The newly 
established Estonian Agricultural Bank intends to increase 
its share capital, in order to cope with the requirements 
of would-be borrowers. On July 1, the number of its 
customers reached 47,000, and the amount lent totalled 
I,370,000,000 marks. 


LATVIA 


The net profits of the Bank of Latvia during the first 
half of 1927 amounted to 3,400,000 lats, as compared with 
3,800,000 ‘tats for the corresponding period of 1926. 
In a statement to the Latvian Press, Mr. K. Wanag, 
managing director, pointed out that, notwithstanding 
unfavourable business conditions, there was no need this 
year to write off any large losses. Seventeen of the 
twenty joint stock banks showed a total net profit 
of 1,600,000 lats, while the other three sustained losses 
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aggregating 1,300,000 lats, so that the net profit of all 
joint stock banks amounted to 300,000 lats only. This 
compares very unfavourably with 2,300,000 lats in 
1925, 2,000,000 lats in 1924, and 1,200,000 lats in 1923. 
Dividends were declared by fourteen joint stock banks, 
varying between 2 per cent. and 12 per cent. 


ARGENTINA 


The Banco de la Nacion purchased another 300,000 
sovereigns in South Africa, in addition to the 400,000 
sovereigns bought two months earlier. The total amount 
of sovereigns taken from the Union is £1,080,000. Part 
of this was paid in to the Conversion Office, while the 
rest was absorbed by the public. The influx of gold 
and the firmness of the peso exchange has induced 
the Government to re-open the Conversion Office. 
Most bankers believe that this decision should have 
been taken many months ago. 

Among the banks which recently published their 
annual reports, the net profits of the Banco Argentino- 
Uruguayo for the business year 1926-27 amounted to 
503,204 pesetas, as against 536, 430 pesetas for the previous 
business year. The dividend has been maintained at 
8 per cent. Deposits and current accounts have ad- 
vanced from 32,251,156 pesos to 38,454,460 pesos. The 
Banco Metropolitano, Buenos Aires, produced a_ net 
profit of 20,835 pesos for the business year ended April 30, 
1927. A dividend of 5 per cent. has been declared. 
The banks, on the whole, are benefiting from the period 
of general prosperity. There are, however, some banks 
which have been unable to recover from past losses. 
Among others, the Banco Comercial del Azul had to close 
its doors. At the time of its suspension, the amount of 
its deposits was 10,092,016 pesos, while that of its dis- 
counts and advances was 20,445,156 pesos. Arrange- 
ments are being made for the reopening of the bank’s 
offices at Azul and other provincial towns, but the 
Buenos Aires office will remain closed. It is believed 
that the bank is a profitable enterprise as a provincial 
institution, and that its difficulties were due exclusively 
to the opening of a branch in Buenos Aires, which worked 
at a loss. Once the Buenos Aires branch is eliminated, 
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it is hoped that the bank will recover its old strength. 
Its assets are understood to cover its liabilities and the 
shareholders are prepared to put up additional capital. 
Outside support will also be forthcoming. 


BRAZIL 


Although the issue of a stabilization loan by the 
Federal Government has been postponed, provinces and 
municipalities continue to issue external loans. Among 
others, the City of Rio de Janeiro is stated to be nego- 
tiating a loan of $24,000,000. In spite of the large coffee 
crop, there will be no need for the Coffee Institute of 
Sao Paulo to issue another loan, as the proceeds of the 
first loan are stated to be intact. Most of the national 
banks are increasing their capital. The Banco do 
Provincia, Rio Grande do Sul, recently increased its 
capital from 40,000,000 milreis to 50,000,000 milreis. 


Mexico 


The total capital of banks in Mexico increased from 
140,025,000 pesos in Ig2I to 240,541,986 pesos in 1925, 
and to 267,598,611 pesos in 1926. The deposits held by 
oa banks increased from 45,951,487 pesos in 1921 to 

135,072,271 pesos in 1926. At the same time, loans 
increased from 59,241,431 pesos to 175,331,871 pesos. 
The extension of time granted to the honske operating 
in Mexico to conform to the requirements of the new 
Banking Law has been prolonged until December 31, 
1927. 

The net profits of the Banco Nacional de Mexico for 
1926 amounted to 1,190,000 pesos, against 630,000 pesos 
for 1925. No dividend will be distributed. The losses 
suffered through the depreciation of the currency have 
been written off, so that the reserve funds have declined 
from 45,600,000 pesos to 8,060,000 pesos. In the course 
of 1926, the Banco Nacional absorbed several private 
banks, thus increasing the number of its branches to 
twenty-six. It has opened an agency in New York. 

As the Mexican Government found it impossible to 
provide the full amount required for the international 
debt service, the International Committee of Bankers 
has agreed to advance the amount of $2,000,000, so as 
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to avoid a default. The advance will bear interest of 
6 per cent., and is redeemable in twelve monthly instal- 
ments during 1928. The Government is endeavouring 
to raise the value of the silver peso by withdrawing 
the coins from circulation and selling the silver abroad. 
To this end, a fund of $5 000,000 will be created. 
$2,000,000 will be raised by means of economies, while 
$3,000,000 will be retained from the funds earmarked 
for irrigation works and road construction. Moreover, 
special interest will be allowed on silver deposits, so 
as to induce the holders of silver coins to deposit them 
with banks 


ISCUADOR 


The capital of the Banco Central del Ecuador, which 
is fixed at 50,000,000 sucres, has now been fully sub- 
scribed. The bank, which has exclusive right of note- 
issue in the Republic, began business at the beginning 
of July. Its gold reserves amount to 27,500,000 sucres, 
a great part of which consists of sovereigns. While 
previous to the Kemmerer reforms the condor was equal 
to one pound sterling, at present it is equal to five 
dollars, so that sovereigns can circulate no longer in the 
country in the place of condores. The sovereigns held 
by the Banco Central must therefore be recoined. 


PERU 

A new bank will be established at Lima, under the 
name of Banco de Credito Agricola del Peru. Its capital 
will amount to £P.750,000, one-third of which will be 
subscribed by the Government, one-third by the banks, 
and one-third by the public. The bank will be authorized 
to issue mortgage bonds in the domestic and foreign 
market, maturing within five years. The Banco Italiano, 
Lima, Peru, has increased its paid-up capital to 
£P.600,000 and: its reserves have been increased from 
{P.709,293 to £P.813,237. This bank was established in 
188g and is “affiliated with the Banca Commerciale 
Italiana. 


JAPAN 


Nothing definite has yet been arranged regarding 
the reconstruction of the Fifteenth Bank. Apart from 
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this uncertainty, the reconstruction of Japanese banking 
continues. The yen showed signs of further improve- 
ment; as the domestic market is becoming more active, 
Japanese banks have to resell the Japanese sterling and 
dollar bonds they bought for temporary investment 
during the crisis. This influence has more than counter- 
acted the adverse effect of the maturing of a loan of 
$22,000,000 issued by the Industrial Bank of Japan, 
under Government guarantee. 


CHINA 


The Nanking Government recently attempted to 
impose an embargo on silvershipments from Shanghai. As 
this measure was contrary to the treaties, the British 
banks operating in China have defied it by shipping silver 
to Tientsin by destroyers. The immediate result of the 
embargo was a high premium of the Tientsin exchange, 
which made the shipment highly profitable. Notwith- 
standing the troubled conditions, a number of new national 
banks are being created. General Chang Hsueh-liang, 
son of Marshal Chang Tso-lin, has established a bank 
in Peking, under the name of Tung-Ya Commercial 
Bank, with a capital of $1,000,000. The bank has 
branches at Shanghai, Tientsin and Harbin, and it has 
acquired the right of note-issue. Another bank, with a 
capital of $2,000,000 is being established in Shanghai 
by a group of overseas Chinese merchants. 


HoLiaANpD 


The Dutch market for international bonds, which 
became rather congested towards the end of May, has 
improved during the last few weeks. While in May 
and June most foreign issues failed, towards the end of 
July and in August the majority of them were successful. 
The S.A. Import and Export Maatschappij ‘‘ Oranje- 
Nassau ’”’ of The Hague has issued, through the Union 
Financiére de Genéve, debentures to the amount of 
fl. 4,000,000. The money market was affected by the 
substantial withdrawal of gold from the Netherlands Bank 
for New York. It is believed that part of the gold was 
taken on behalf of the Bank of France. 
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British Life Offices Overseas 


Competition in this Country 


by those who are affectea by it. Others welcome 

it and regard it as a stimulant. There are 
many forms of competition, and most business men are 
disposed to draw a distinction between what they regard 
as fair and unfair. When competition seems unfair 
they never hesitate to say so. 

One of the chief forms of competition generally 
considered unfair by business men is that for which 
governments are responsible. Certain main principles 
govern the conduct of all commercial enterprises. One 
of the essential principles is that they shall pay their 
way, provide remuneration for those engaged in them, 
and leave a margin for interest on the capital employed. 
Governments are known, however, at times, to be 
oblivious to the financial results of schemes on which 
they have embarked. These schemes often provide 
employment for a large number of officials, and it is to 
their interest that the enterprises should be continued, 
whatever the financial consequences. The losses are 
borne by the taxpayers, who may be given reasons, perhaps 
superficially good, to justify the loss of money. Sooner 
or later the more intelligent members of the community 
will make their voices heard, or their votes felt, against a 
continuance of an orgy of waste, and grandiose schemes are 
curtailed. In the meantime, such forms of competition 
have made matters difficult for commercial enterprises 
maintained on ordinary economic lines whose earnings are 
necessary for meeting the costs of Government. State 
enterprises of this kind are an unfair form of competition. 

Rivalry between ordinary commercial enterprises 
may be unfair when some adopt measures which the 
general body of managers would not condescend to use. 
It would be unfair to take advantage, for example, of 
the lack of knowledge of insurance of. the general public 
to attract business by statements which are misleading. 
Such measures have not been unknown in the past, but 


ees in business is sometimes criticized 
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they have proved to be their own undoing. Sooner or 
later any offices which adopted methods of attracting 
business which could not be justified by high moral 
standards would be “ found out.”’ These practices would 
then recoil upon them, and the businesses would properly 
fall into bad odour, and from this state they would 
not recover until they had re-established themselves in 
public esteem. In the meantime, offices which had de- 
clined to pursue such a course would have lost a certain 
amount of business. Misrepresentation is, in short, also 
an unfair form of competition. 

The competition in this country of British offices 
overseas is a real thing, and it is interesting to consider 
it. In the first place, it is not a form of Government 
competition, and so a charge of unfairness on that ground 
could not be advanced. Whatever excesses of enthusiasm 
of youth there may have been in the past in estimating 
profits, no general charge of misrepresentation could 
now be levelled against the officials of any of the great 
oversea institutions, any more than against those of the 
home offices. There must be keenness on the part of the 
officials to secure attractive business, just as there must 
be similar activity by the representatives of offices with 
headquarters in this country, but none of them would 
nowadays stoop to misrepresentation. So the com- 
petition of the British oversea offices cannot be disposed 
of lightly for such a reason as unfair. 

Great Britain, we know, is the cradle of insurance, 
and the offices established here long ago have provided 
a model for the establishment of other institutions. Yet 
we have the spectacle of life assurance societies and 
companies established overseas coming to this country 
and each year doing a large volume of life assurance 
usually an increasing amount. The business of the home 
offices grows; but there is probably not one of them that 
would not like to be doing more. Why is it that the 
oversea offices are able to attract such a large volume 
to themselves ? Their records are honourable, but their 
roots do not extend in the same way into the past. One 
of the tests of the sound management of life assurance 
institutions is generally considered to be a very moderate 
level of working costs, and some of the oversea offices 
cannot make much of a point about their rates. The 
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She Louse’ of Fann 
Established 1795 


In the matter of security, the struggle between brains and 
brains still goes on apace, but 1927 finds John Tann— as 
in 1795—absolutely pre-eminent. 

The firm whose founder, Edward Tann, evolved the 
first ‘* safe” have the privilege to remind you of two 
facts, viz :— 

1. That no John Tann Fire- and Burglar-Resisting 
Safe or Strong Room has ever had its contents 
destroyed or stolen. 

_ 2. That the world’s most important financial institu- 
tions, including the Bank of England and the Royal 
Mint, place their trust in John Tann Security. 





1795 1927 


Over 130 years ago Edward 


Today, John Tann, Ltd. 
successfully defy the oxy- 
acetylene blowpipe and the 
utmost ingenuity of the 
scientific cracksman, 
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London, E.C.1 
Telephones: Central 9772/3. Telegrams : “ Safejotan, London.” 


Tann successfully defied 


117 Newgate Street - 


theprimitivetmplements 
of the old-time burglar. 
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City Savings Bank 
Company of Budapest | | 


Belvarosi Takarekpenztar R.T. 
(Innerstaedtische Sparcassa Aktiengesellschaft.) 
FOUNDED 1892. 





Pengoe 6,000,000 
1,250,000 
31,000,000 


Capital 
Reserve Fund 
Deposits and Creditors 


Branch Offices : 
BUDAPEST : 
V., Szabadsag-ter 7. 
Debreczen, Setoraljaujhely, Miskolc. 


” 


” 


Mako. 


London Bankers $ 
MIDLAND BANK LIMITED 
(Overseas Branch), 

22 Old Broad Street, London, E.C.2. 


All ordinary Banking business transacted. The 

Bank receives Savings Deposits and transacts 

Mortgage business, as a result of which Mortgage 

Bonds are issued under Hungarian Government 
Act XXXVI of 1876. 





Sole Agents for the Sale of Mortgage Bonds in the 
United Kingdom: 


National Securities Corporation Ltd. 


Norfolk House, Laurence Pountney Hill, 
Cannon Street, London, E.C.4. 


British & Hungarian Bank, Ltd. 
BUDAPEST. 


The British and Hungarian Bank, Ltd., fixed its 
Sem1- Annual Balance Sheet as per 30th June, 
1927, on the Meeting of the Board of Directors, 
held August 6th, 1927. The items of the 
Balance Sheet show a further brisk develop- 
ment of business. The first half-year of 1927— 
without taking into consideration the Balance 
brought forward—resulted in net profits of 
Peng6é 916°495'91 as against Pengé 835°421°94 
representing the net profit for the whole pre- 
ceding year as per Balance Sheet drawn up in 
1926, although the effect of the new capital 
received out of the increase of capital will make 
itself felt fully only in the second part of the 
business year; moreover, the profits achieved 
by the Machinery Department will—as was 
the case last year—only be included in the 
Balance Sheet to be drawn up at the end of this 
year. As to the development of the items of 
the Balance Sheet, it may be stated that Bills 
in Portfolio increased to Pengd 26°493°255°68 
as against Pengd 20°952°803°29 and the Item 
of Debtors rose to Pengd 40°383°619°04 as 
against Pengd 27°227°916'42, while the Deposits 
in Savings Books and Current Account reached 
the sum oO engo 44°351'012°23 as against 
Pengd 37°815°931'43 on December 31st, 1926. 
The Turnover of the Foreign Exchange and Bill 
as the Cash Turn- 


Discounting business as we 
over show a rise oF 55 to 60% as against last 
A 


year, 
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expenses of some are admittedly high. It is therefore, 
as a rule, not to the proportion of expenses to premium 
income that we must look for the real secret of their 
marked success. It is true that if we were alone con- 
cerned with the volume of new business transacted the 
working expenses might provide a clue. It could be said 
that while the companies were securing a large volume of 
new business they were paying heavily for it, and that 
if some of the home offices were to follow their example 
they would also be able to increase their new business 
to a very considerable extent. 

If we admit this argument then we are fairly entitled 
to ask whether, if the home offices did, by the adoption 
of similar measures, expand their business, they would 
be able to give such results to the policy-holders as the 
offices with headquarters overseas. The most favourable 
answer is, at least would be, doubtful. Wherein then, does 
the explanation of the ability of oversea offices to give 
good returns lie, when, as we know, they certainly have 
no advantage in working costs? The reason is probably 
to be found in a combination of causes. 

One of the chief of these is undoubtedly the 
investment policy. We know that the Dominions, being 
growing countries, are in constant need of funds for 
development purposes. Governments and States raise 
loans in this country, offering attractive rates for interest, 
but besides Governments and States, there are very 
large numbers of responsible borrowers in the Dominions, 
including cities, counties, townships, and schools, down 
to private individuals, such as farmers and producers 
of various primary products. It will be found that the 
funds of the life assurance offices overseas are distributed 
very widely among such borrowers. Were a British 
actuary to be transplanted suddenly from London or 
Edinburgh to a British Dominion he would probably 
be surprised to discover the ways in which the funds 
were employed. The methods might seem strange to 
him, but so would the whole of the conditions, and after 
he had been there some time and made himself really 
acquainted with the conditions he might come to the 
conclusion that the money was actually quite as safely 
invested, and more profitably, than the funds in the 
older countries. 




















Correspondent Banks 


NEARLY a century’s accumulated ex- 
perience and conservative progress have 
qualified the Westminster Bank to offer 
its characteristic services as a London 
correspondent to foreign and colonial 
business establishments. It functions 
through a system of over 900 of its own 
branch offices in England and representa- 
tion in every banking town in the world, 
and is amply equipped for specialised 
service in credits, collections, exchange, 
and all the numerous ramifications of 
modern banking. Banks or merchant 
houses wishing to establish a London 
connection are invited to com- 
municate with the 
Manager 


WESTMINSTER BANK 


LIMITED 
Head Office: 41 Lothbury, London, E.C.2 
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The normal future of the Dominions is one of progress. 
Their populations and their wealth should increase, and 
during this expansion money will be needed. Danger 
would only arise if the countries borrowed in excess of 
their productive capacity, and even if difficulties were to 
occur they would, no doubt, only be a temporary phase 
of the expansion. 

It is significant that one of the leading offices with 
headquarters in this country has been so much impressed 
with the opportunities for investment overseas that it 
has established a subsidiary company in Canada especially 
to deal with mortgages. The success of investments of 
this kind in the Dominions obviously depends on actual 
knowledge of the circumstances and selection. The funds 
available for investment by the offices are so vast that 
a quite small increase in the rate of interest means, in 
the aggregate, a very great deal, and may easily more than 
offset a higher level of working costs. 

Another advantage which the oversea offices possess 
is their low level of taxation. On business they transact 
in this country they pay similar rates of taxation to the 
home offices, but on all the assurance which they transact 
in the countries of origin the taxation is comparatively 
trifling, and this raises the rate of interest they earn 
on their total funds. 

Some of the offices established in the British Dominions 
conduct business in many parts of the world. Others 
confine themselves to the countries of origin and Great 
Britain. In any case it has generally been found that 
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with such favourable opportunities of investment, and with 
limited populations, they could profitably extend their 
activities beyond the borders of the Dominions in which 
they were originally established. In many of these 
countries, as in Great Britain, deposits.are held by law. 
It is not suggested that these deposits are at all commen- 
surate with the liabilities incurred there. Some of the 
offices, at least, retain much bigger sums in this country 
than are compulsory by law, and the investments are 
held in the names of trustees for the policy-holders. The 
security of the policy-holders lies rather in the standing 
and good name of the offices. It is obviously not to 
the interest of companies that any policy-holder or his 
representative should have cause for dissatisfaction. 

In competing for new business the oversea offices 
have naturally been enterprising in their methods of 
selling life assurance. Some of the oversea offices have 
been foremost in printing on the backs of the policies 
guaranteed surrender values for different ages, and the 
writer knows of cases in which this system has itself 
been the means of attracting proposers. Some of them 
have also been early in the field in offering a combination 
of disability benefits with life assurance, so that should the 
assured be incapacitated by accident or sickness he would 
be relieved of the payment of premiums during disability 
and also receive compensation. This practice, in which 
Canadian offices can fairly claim to have led the way, 
is now being adopted by certain first-class English 
institutions, and it is likely to be developed much further. 
Some of the oversea institutions have also been enter- 
prising in their announcements and have made them more 
attractive than mere stereotyped statements of premium 
incomes and assets. 

It would be invidious to mention names, but there are 
offices, both mutual and proprietary, in Australia, 
Canada, and South Africa, which are of the highest class. 
They are brilliant stars in the British firmament. They 
do good work in helping to bring the merits of life 
assurance before the public, and large-minded officials, 
to whatever institution they belong, will recognize the real 
value of this work, will give them credit for what they do 
that is good, and will remember that fair competition 


is to the advantage of all progressive business. 
U2 
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Some Reflections on Heating, 
Lighting, and Ventilation Fittings 


striven to improve the quality of their buildings. 

Upon the whole, they have been very successful, 
and their example has been followed by many other 
industries. Now that a new bank branch is opened every 
day in some part of England, bankers are probably our 
greatest patrons of architecture. It is well that they 
realize their responsibility for preserving the architectural 
amenities. The countryside has suffered greatly from 
the old and pernicious tradition that the most convenient 
and economical method of building bank branches was 
to employ only one architect, who had but one stock 
design which he varied occasionally by the addition of a 
cupola, or a pair of turrets, or a large dome. Perhaps 
some slight excuse existed for this convenient way of 
dealing with building problems during the hectic days of 
amalgamation. Bankers had so much to do in fusing 
scores of small banks into large organizations that they 
had little time to give to architectural affairs. At the 
present time most of the great banks not only employ 
many excellent architects, but have also appointed 
highly qualified and zealous experts to their permanent 
staff as premises department managers. Let us hope 
that their beneficent interest in architecture will also 
extend to the furnishing and fittings of the banks. There 
is much need of it, for there are too many ugly, stan- 
dardized and expensive fittings installed in bank branches. 
Intelligent craftsmen should be encouraged to produce 
fittings of fine quality and originality, and the banks have 
the power to give such encouragement. 

A large part of the responsibility for the monotonous 
ugliness of heating and lighting fittings does not rest 
upon the manufacturers. They have to supply the 
demands of their customers, and in many cases the 
customer insists upon obtaini.g fittings similar to those 


he has always seen in use. Many laugh at the suggestion 
[Continued on p. 276 


I) striven the last few years English banks have 
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as used in Barclays Bank, 160 Pic- 
cadilly, €F other modern buildings 
In Colours and Wood 
Finishes, also Chinese 
Decorated Lacquer 
Lacquer colours and wood finishes 
are harder wearing and less liable to 
damage than ordinary French polishes 
and paints. 
Lacquer is more pleasing to the touch 
and is more attractive in appearance. 


Lacquer will not stain if hot water 
or alcoholic liquids are spilt upon it, 
and does not require re-polishing by 
experts. 
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WRIGHT’S 
REGULO.-Controlled 


“ST. DAVID” — 
Gas-Heated Radiators 


are specially suited for Bank 
premises because they conform 
fully to the necessary require- 
ments, being exceptionally 
economical and requiring no 
attention whatever. he 
‘“Regulo"’ automatically cuts 
down the gas when the Radiator 
attains the desired temperature, 
and each unit is independent. 
These radiators are installed 
in leading banks and give 
complete satisfaction. 


Approved by the L.C.C. 


Send for Booklet 
“LOOPS OF HEAT” 
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JOHN WRIGHT & CO. 
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MAIN BANKING HALL, CANTON BANK, SHANGHAI 
Heating, lighting, and ventilating circuits on Callender’s Wiring System. Architects, 
Palmer and Turner of Shanghai 


MODERN OFFICE INTERIOR, WITH SIEMENS’ LIGHT FITTINGS 
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that there is any wide scope for craftsmanship in the 
making of fireplaces, gas and electric fires, radiators, or 
anthracite stoves. Others cannot realize that a badly- 
designed, ill-placed fireplace can spoil the appearance 
of a good room. Some of the best of modern banking 
halls have been disfigured by ugly radiators, and there 
are few gas-stoves which are not positively repulsive. 
This depressing condition of affairs has caused a number 
of eminent London banks to expend large sums upon the 
purchase of beautiful Georgian and Queen Anne fireplaces 
which have been wrenched from great town and country 
houses, and now appear in the board-rooms of banks or 
in officials’ rooms. One cannot imagine a more unfor- 
tunate method of acquiring good fittings. Apart from 
the vandalism of disfiguring fine old houses, it is obviously 
wrong to deny present-day craftsmen the opportunity 
of competing for this—the best class of work. There are 
many craftsmen who can make equally good fireplaces. 
It should be remembered that the modern grate is 
infinitely superior to the old; it is more safe, more 
economical and often more satisfactory in appearance. 
Those who have seen the fireplaces designed by artists 
such as Sir Edwin Lutyens or Mr. Ionides will realize 
that modern work can be as good, if not better than 
most of the Queen Anne and Georgian work. Almost 
every manufacturer would be glad to supply fireplaces 
of equal quality if the demand existed, and if the banks 
were prepared to pay the little extra cost of such 
first-rate work. 

There are many thousands of gas or anthracite stoves 
in use in British banks, but most of them are standard 
designs which originated in the reign of the good Queen 
Victoria. They pretend to be “ fires,” and like most 
shams are as unsatisfactory as they are ridiculous. 
A stove requires no “ fireplace’’ background. It has 
infinite possibilities for beauty and design. Messrs. Smith 
and Wellstood, who have done much work for banks, 
have designed many simple and pleasant stoves. 

Some designers of modern electric fires are dis- 
appointingly unoriginal. They have obviously carefully 
studied the essential characteristics of the Victorian 
gas-stove and endeavoured to adapt it to the requirements 
of their trade. But there are many manufacturers such 
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Providing Heat in Banks 


The UNITY Tubular Electric Heating System is a vast Cleanliness ; Elimination of Fire Risks ; Lightness of weight 













improvement on all other systems for buildings where a large yet great mechanical strength. Required temperature attained 
staff is employed. in a few minutes as compared to hours with hot water heaters: 
Its advantages are : and it is a healthy heat. It can easily be fitted as part of 


Temperature can be regulated to suit weather; Absolute the design of the building. 


Tubular 
t Electric Heating oom 


A copy of our pamphlet, “Unity Heating” for 
Banks and Inswance Companies, will be sent 
on receipt of request by letter. 


YOUNG, OSMOND & YOUNG LTD. 
Zp 7 Carteret Street, Westminster, S.W. 1 
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Electric Light 
Fittings 


The G.E.C. are designers and manufacturers 
of Electric Light Fittings to suit every require- 
ment—from simple domestic fixtures to the most 
elaborate fittings in various styles and periods. 


A Cordial Invitation is extended to 
everyone interested in modern lighting to visit 
the Showrooms at Magnet House, Kingsway, 
W.C.—the most comprehensive and up-to-date 
Electrical Showrooms in the country, including 
apartments furnished ina definite style or period, 
e.g. Adam, Louis XVI, Jacobean, etc., and with 
beautiful fittings in harmony with the style of 
furnishing. 


THE GENERAL ELECTRIC CO., LTD. 


Head Office: Magnet House, Kingsway, London, W.C.2. 


Branches throughout Great Britain and in all the principal markets of the world. 














a Corner of the Georgian Section of rhe C.EC. 
Sowrooms a+ Magnet House, Kinasway. WC.2 
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BANKING HALL, MIDLAND BANK, PICCADILLY 
Equipped with Holophane Spherical Globes 


as the General Electric Company, Messrs. Belling, Messrs. 
Siemens and other eminent firms, who are producing 
some very pleasant and original designs which can cheer 
and decorate the best of rooms. 

Many manufacturers of central heating plant 
remain faithful to the designs and traditions of the 
early eighties when their useful art was first discovered. 
For many years radiators were uncovered so that their 
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All problems of Air Purification 
can be solved by 


OZONAIR APPARATUS 


i which can be installed by 
your own Ventilating Engineer 


VENTEX AIR FILTER 


The Filter that cleans the air 
to the point of | sterilization 
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naked merits could be observed by all. .Most of them 
were built so high that they dominated their;surroundings, 
and their stark unsightliness was too ‘long condoned. 
In recent years they have been covered ‘by cases which 
are often as unsightly as the naked pipes. This is a great 
pity, for radiator cases can be a most dignified and 
effective part of any scheme of decoration. All sorts of 
materials can be used in making them. One occasionally 
sees beautiful carved wood cases not inferior in manu- 
facture or appearance to the best of Queen Anne wood- 
work. They also provide opportunities for the craft 
of the metalworker, and several firms are producing 
very delicate and beautiful grilles which add greatly to 
the pleasantness of modern interiors. 

A good deal of progress has been made in the manu- 
facture of electric light fittings, but one wonders why 
manufacturers cannot produce some _ substitute for 
the hideous metal switch fixed upon a white enamel 
block. Millions of these switches are made every year. 
Why? We are told that the public is not prepared to 
pay for good fittings, but this is as foolish as most 
generalizations. The public have too little opportunity 
to see good fittings, so they naturally cannot be expected 
to buy them. Some manufacturers have endeavoured to 
tempt them to purchase something original by offering 
an “‘arty,’’ weak reproduction of a wax candle and other 
feeble imitations. These people do not realize that an 
electric fitting should resemble an electric fitting, but 
perhaps they do not know what an electric fitting is. 
But apart from these glaring exceptions, a multitude of 
charming designs are now being produced, so banks 
have no excuse for confining their patronage to inferior 
imitators. 

The ordinary gas light fitting has this one merit. 
It is a pure Victorian fossil, twin-brother to those glass 
wreaths which have added so much to the terrors of death. 

A great deal of progress has been made in improving 
the various systems of ventilation. Most of the firms 
engaged in this business are so thoroughly competent 
and progressive that they relieve the architect of much 
labour, and occasionally retrieve some of his mistakes. 
Proper ventilation is of such enormous importance to 
the banks that much more serious consideration should 
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ORNAMENTAL INNER DOME, IN MIDLAND BANK, PALL MALL 
By British Challenge Glazing Co. Ltd. 
be given to the many 
excellent ideas for in- 
stalling new ventilating 
systems or improving 
old and defective in- 
stallations. Nearly all 
the firms engaged in 
this trade have taken 
great trouble to bring 
their work up to the 
highest pitch of per- 
fection, and they have 
set out the result of 
their labours in well- 
written and well- 
produced booklets 
which deserve the 
careful consideration of 
the building com- 
‘ mittees and premises 
ANTHRACITE STOVE IM. LLOYDS managers of the 
Smith and Wellstood, Ltd. banks. 
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The Indian Reserve Bank Bill 


On August 18, in the Legislative Assembly at Simla, Sir 
Basil Blackett presented the report of the Joint Com- 
mittee on the Gold Standard and Reserve Bank Bill, 
together with the minutes of dissent. The report dis- 
closes profound differences of opinion upon the question 
whether the bank should be the sole property of the 
State, or one with private share capital. The majority 
of the members of the committee believe that the purely 
State bank is essential to the needs of India. They are of 
opinion that a private shareholders’ bank would disturb 
public opinion, as it would be under suspicion of promot- 
ing the affairs of private interests. These arguments are 
directly opposed by some members of the committee, 
who ground their case upon the assertion that unless 
the bank has some private share capital, it would be 
impossible to obtain the services of experienced directors 
capable of resisting political influence. 

The debate on the Reserve Bank Bill was continued 
on August 30. Sir Pershotamdas Thakurdas maintained 
that the Indian taxpayer would lose heavily over the 
bank as proposed. He stated that the informal confer- 
ence recently held with the Viceroy was proposed by 
non-officials, and he felt that they were building from the 
top. Censuring the results of the exchange ratio policy, 
he alluded to Sir Basil Blackett, the Finance Member, 
as the Mussolini of finance entrenched behind official 
walls. There was now financial stringency, and Sir Basil 
Blackett would have to borrow further from London for 
the busy season. He still adhered to his opinion on the 
Currency Commission Report. 

Lala Lajpat Rai, who spoke for the Swarajists and 
Nationalists, said in no circumstances would they agree 
to a shareholders’ bank. Indigenous banks would 
suffer heavily in competing with both the Imperial and 
Reserve Banks. He demanded that the majority of the 
directorate should be elected in some manner by the 
people. 

After much discussion the House agreed that the Bill 


be considered. 
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A Holiday Suggestion 


PERHAPS there are some bankers who have not yet fixed 
upon their holidays who might care to consider the advan- 
tages of a sea cruise—one of the most delightful ways of 
spendinga vacation, especially during theautumn and winter 
months. The labour of travel is reduced to the absolute 
minimum, cold and gloom are exchanged for sunlight 
and colour, and there are few joys which equal those of 
visiting new lands and peoples under pleasant conditions. 

Among long cruises of a particularly attractive charac- 
ter there are the six-weeks pleasure voyages to the 
Amazon River. These cruises take the traveller far 
from the beaten track, away into the greatest equatorial 
forest in the world. 

During this wonderful cruise of 11,800 miles, many of 
the world’s beauty sports are visited. There is first the 
Portuguese Riviera, with its violet sunsets and vine-clad 
shores. Next comes Madeira, the island of flowers in the 
South Atlantic. This is followed by sunny days spent 
reading, bathing in the ship’s deck pool, listening to the 
orchestra, or playing sea-tennis and golf. From Para, 
for over a thousand miles, liners wind their way through 
the sunlit sea, between the green walls of the great 
Amazon forest, past curious native pile-dwellings, birds 
of bright plumage, butterflies, orchids, and vast watery 
fields of the giant Victoria Regia lily. There are days 
ashore amid all the wonders of the greatest tropical forest 
in the world, and each of these is a real summer day, for 
winter fog and gloom are unknown in this tropical pleas- 
ance. Another pleasant holiday voyage is the twenty- 
four day cruise in the Mediterranean arranged during the 
autumn and winter months. To describe the places 
visited during one of these delightful cruises—would 
need the space of a portly guide-book. The delights 
of this cruise lie not only in the suwks of Tangier, the 
stately beauty of Athens, the blues of the Adriatic, the 
native bazaars of Tunis, and the inimitable Bay of Naples, 
but in the sparkling morning sunlight, the skies of early 
evening, the phosphorescent sea, and the vivid lights 
and shades on shore. In Egypt there is the lure of 
antiquity combined with an incomparable winter climate 
and exquisite semi-tropical scenery. 








